






.r-

.-*\

t



5tate Regulation of Prices

in Australia

A Treatise on

Price Fixing and 5tate Socialism

BY

H. L WILKINSON
M.C.E., Melbourne University.

A.M. Inst. C.E., London.

Member of Price of Goods Board, Victoria.

Author of

The Trust Movement in Australia"

1917

MELVILLE & MULLEN Pty. Ltd.

262-264 Collins Street, Melbourne



TO

HON. DONALD MACKINNON, M.L.A.

THIS WORK 15 DEDICATED



PREFACE.

During the past few years much legislation
has been enacted in Australasia, and many
administrative acts have been performed by the

Australian State and Federal Governments, and
that of the Dominion of New Zealand, with
a view to regulating the prices of commodities.
So far, no attempt has been made to correlate

what has been done, and no dispassionate

analyses of the results have been recorded. It

is hoped that this book will supply the

deficiency.

Much of the time of modern legislatures is

occupied in attempting to regulate indirectly the

prices of commodities by controlling trade and
commerce. But instances of price regulation,

by directly fixing selling rates, by State competi-
tion in supply, or by other forms of State

socialism, though not novel, are rare, and the

experience gained in Australasia in these, what

might be termed artificial means of controlling

prices, is not only most interesting as a study in
" Economics" but should form an invaluable

guide to legislatures in other parts of the World.

In conclusion, the writer would like to thank
Professor Irvine, of the Sydney University ;

Mr.
H. A. Minogue, of Melbourne

;
Mr. R. Ovington,

Price Fixing Commissioner for the State of

Victoria, for many suggestions and much assist-

ance in the preparation of this work
;
he would
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also like to thank Miss M. Foxton, of Brisbane,
and Miss B. M. Hutton, of Kockhampton,
Queensland; Mr. A. H. Johnson, Secretary of

the Price of Goods Board, Victoria; Mr. H. G.

McKinney, of Sydney; Mr. Norman Picot, of

Melbourne
;
Professor Shann, of the University

of Western Australia; Officers of the Common-
wealth Bureau of Census and Statistics, and

many others, for the trouble they went to in col-

lecting data, without which it would have been

impossible to present satisfactorily what is

herein contained.

H. L. WILKINSON.

Collins Street, Melbourne,
22nd March, 1917.
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CALIFORNIA

STATE REGULATION OF PRICES
IN AUSTRALIA.

INTRODUCTION.

The Determination of "Price."

Definition of "Price" and "Value" Prices as determined by

"Supply" and "Demand" Means of Regulating the Prices of
Commodities.

In any discussion on the question of regulat-

ing or fixing prices of commodities, it is essential

that a clear understanding be arrived at as to

the meaning of the terms involved. It is also

necessary, before considering how prices can be
fixed or influenced by governmental action, to

fully appreciate why prices are what they are,
and to decide by what means or processes they
have been determined in the course of ordinary
trade not restricted, nor influenced in any way
by state interference.'****

c*Price" may be defined, as the amount of

money for which a commodity is sold or pur-
chased; in other words,

"
price" is the exchange

value of a commodity. It is possible that the
"
price" of a particular commodity or article

does not coincide with what may be regarded
as its value

;
in fact, a thing not actually for sale

can hardly be said to have a price, although it

may have a value. Similarly a "
price" may

be placed on a thing or commodity far below or
B (1)
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far above its value. But generally speaking,
anything of value has a "price," and under

ordinary circumstances the "
price" will be in

keeping with the value.

Although great difficulties may be apparent
in enumerating all the factors that influence

prices, values of commodities would appear to

have some common basis for their determina-
tion. But unfortunately this question becomes
more complicated as it is looked into, and few
economists appear to agree as to a fundamental
basis on which values can be determined. Mill

has stated that "the temporary or market value
of a thing depends on the demand and supply;
rising as the demand rises and falling as the

supply rises." But, apart from the "market
value," which is essentially an amount that

varies from day to day, a commodity would

appear to have what, by some, is called a natural

value, or "the" value an amount which should

necessarily be fixed. In regulating a price it

would appear to be a simple matter that the

rate fixed should be on the basis of this value.

A very clear understanding is therefore neces-

sary as to what really constitutes "value," and
what basis should be taken in determining
values, not merely the fluctuating market values,
but natural or normal values* On both these

points, economists differ in opinion. The old

schools of thought decided that the value of a

commodity depended on the amount of labour

involved in its production. There is a close

relation between the quantity of labour re-

quired to produce a commodity and its value,
and the connection becomes closer if saved up
labour, in the form of capital and machinery,
be included in the general term "labour." Adam
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Smith said that "It is natural that what is

usually the produce of two days' labour or two
hours' labour should be worth double what is

usually the produce of one day's or one hour's
labour." Karl Marx, also, held that "the value
of a commodity is determined by the quantity
of labour expended in its production." Accept-
ing this as the "theory of value," it is necessary
only to decide on the standard monetary value
of "labour," and a basis for "value" is imme-
diately established. But it is in establishing a
standard value for "labour" that the difficulty
lies. The nature of labour is as variable as that
of commodities themselves; the labour of the
unskilled manual worker is not of the same value
as that of the highly trained artisan, and to

assess the value of the labour of the organiser
or inventor is as clearly impossible as it is to

determine the quantity and value of the labour
absorbed in providing the raw materials, tools

of trade, etc.

To meet these objections, another, though
somewhat analogous, theory of value has been

put forward. It is that based on the "cost of

production." Mill says, "The cost of produc-
tion together with the ordinary profits may be
called the necessary price or value of all things
made by labour and capital." The difficulty in

accepting this theory of value is that the cost

of production of the same thing varies. Under
favourable natural conditions, the cost of pro-
duction of a commodity may be very much less

than it would be if the natural conditions were
adverse

;
and natural conditions vary from place

to place, and from time to time.

Most of the objections that have been taken
to accepting "labour" as the basis of "value"
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can be also taken against "cost of production"
as a basis. As long as industry was simple, and
commodities were produced directly by the ap-
plication of labour, and unskilled and uniform
labour alone, the monetary value of that labour,
and the actual cost of production, could be

easily ascertained. But modern trade and com-
merce are so very complicated, and so many fac-

tors enter into a cost of production, that it is

virtually impossible to establish what might be
termed "natural," or, as Mill calls them,

"necessary" values. Just one difficulty might
be mentioned to illustrate this point. Practi-

cally every commodity now passes through many
hands before it is finally bought by the actual

consumer; from the time its production is first

commenced until it reaches the consumer a par-
ticular quantity of the commodity might, and

frequently does, occupy months, or even years,
in transit. During this interval conditions may
have completely altered; a new and improved
process of production may have been found; or
some visitation of nature may have greatly in-

creased or diminished the cost of a raw material^

used; or a substitute may have been put on the
market. These factors cannot have altered in

any way the cost of production of the particular
quantity of the commodity, but there can be no
doubt that the price that will be obtained is very
different, and the market value will be consider-

ably altered. And, in addition to the actual
cost of labour and raw material, capital charges
on account of machinery, and the other items
which are usually included in the cost of pro-
duction, there are the expenses of marketing
the commodity, and all the profits and commis-
sions that have to be paid before the commodity
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reaches the actual consumer. Even such things
as the cost of advertising, and the loss on sell-

ing surplus production at below cost, must be
included in the cost of production. The diver-

sity of modern competitive trades in which dif-

ferent quantities of the same commodity will

have different costs of production adds increased
difficulties to accepting "cost of production" as
the basis of value. Henry Clay, in his book
"Economics for the General Keader," well illus-

trates the insufficiency of the theory in another

direction, when he says: "No cost of produc-
tion theory would ever explain why steak has
a greater value than shin-beef from the same
beast; to-day the commodities which are sup-
plied jointly, like steak and shin-beef, are

innumerable, and any theory of value to be any
use must account for their values."

To determine the natural value, as distinct

from market value, on the basis of cost of pro-
duction is, therefore, not only most difficult, but
almost impossible. Furthermore, as the cost of

production of a commodity is made up of the
values of many commodities used in its produc-
tion, one is not any nearer finding an explana-
tion of what really constitutes "value" by
merely stating that the value of a commodity is

its cost of production.
But "value" can be looked at from another

point of view. If a seller has to sell, and
every producer of a commodity is a seller for
all except what is required for his own use,
the actual value of his production, i.e. the money
he can exchange it for, is what the consumer is

prepared to pay. Accepting this, the actual

"utility" of a commodity becomes its value, no
matter what labour was used in its production,
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or what costs were incurred in putting it on the
market. It would therefore appear that values

depend on the requirements of buyers; and it

is the use of a commodity rather than the cost

of its production that determines its value, and
the cost of production would appear to be not
at all a vital factor in determining the price.
There are, however, considerable difficulties in

taking what consumers are prepared to pay for
a commodity as the measure of its value, for the

reason, amongst others, that the prices different

consumers are prepared to pay for their re-

quirements vary according to their ability to

pay, and the relative intensity of their respec-
tive wants. The value of a diamond to a rich

man is much higher than it would be to a poor
one; the value of a certain food to a hungry
man is much lower if he knows that to eat it

gives him indigestion, than it would be if the

food in question agreed with him
;
to a castaway

on a desert island, a cask of fresh water is of

infinitely greater value than a similar cask full

of gold. And in different countries and at dif-

ferent times substitutes vary greatly in both

quantity and quality, and the price of a substi-

tute immediately determines the value of a

commodity.
It will thus be seen that a theory of value

based on either the cost of supply, or on the

offer of payment by purchasers (in other words

demand), is not a sufficient one, for it does not

in itself explain how values or prices are arrived

at in the course of ordinary competitive trade

unrestricted in any way by monopoly conditions

of buying or selling. But both these factors

supply and demand undoubtedly play an all-

important part in determining values, and as a
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preliminary to considering the question of arti-

ficially fixing prices, their influence in deter-

mining values should be fully discussed, with
a view of showing that "

Price,"
"
Supply" and

"Demand" are three interacting variables, each

having an influence on the other two and being
influenced by them.

In ordinary competitive trade, uninfluenced

by any monopoly or governmental restrictions,
it has been shown that values do not altogether

depend on the cost of production of supplies,
neither do they depend on the use to which a

buyer could put them. Yet values are influ-

enced by, and depend on, both these factors.

"The supply of a thing, in the phrase
'

supply
and demand,' is the amount that will be offered

for sale at each of a series of prices ;
the demand

is the amount that will be bought at each of a
series of prices. The principle that value de-

pends on supply and demand means that in the
case of nearly every commodity more will

be bought if the price is lowered, less would be

bought if the price is raised." (Henry Clay,
"Economics for the General Reader.") The
converse is equally true. When demands or

requirements increase and exceed the supplies
forthcoming, prices or values rise as a result

of competition among buyers. These higher
prices encourage production, and induce holders
of supplies to sell, and at the same time they
tend to decrease demands. When demands or

requirements become less, and there is a surplus
of supplies, then prices and values fall as a
result of competition between sellers; this en-

courages consumption, and discourages produc-
tion, which in turn leads to decreased supplies.
This conflict, as long as there is free competi-
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tion, continuously goes on in trade, and, within
certain limits, is thoroughly effective in regu-
lating values, and determining the market
prices, which will always tend to come to the
level at which the demand is satisfied by the

supply. Mill, in his "Principles of Political

Economy" (Book III., Chapter II., Sec. 5),

says that the law of value is that "demand and
supply, the quantity demanded and the quantity
supplied, will be made equal. If unequal at

any moment competition equalises them." This

adjustment, Mill considered, is effected by new
buyers coming in as prices fall and other sellers

coming in as prices rise.

But on fuller consideration it will be found
that this, the "Law of Supply and Demand/'
is true only within the narrowest of limits, and
effectively applies as an adjuster of prices only
within reasonable bounds, viz. : where there is a

small variation in values and prices, and where

supply and demand are variable without incon-

venience to the normal life of those concerned,
or, in other words, are "elastic." In cases

where demand falls off, and there is no compe-
tition to sell on the part of holders of supplies,
the price of the commodity need not necessarily

immediately fall, though it ultimately will
;
and

if it does fall, an increased demand is not

necessarily created, and a decrease in supply
may not be the result; such things depend en-

tirely on the nature of the commodity, and the
nature of the supply and demand. On the other

hand, if supplies fall off, and become less than
the demand, then values and prices will invari-

ably increase if trade is allowed to run its usual

course, and this increase in price is quite irre-

spective of whether there be any increase in the



INTRODUCTION. 9

value as measured by the cost of production.

Although the increase in its value immediately
tends to increase the supply and the rate of pro-
duction of any commodity, it does not neces-

sarily do so, as the supply may be what is termed
" inelastic." In this case prices would continue

to rise until demand is checked. In any case,

however, the wealth of the consumers or their

power to buy, and the ability of the producers
or holders of supplies to "hold out" pending a

rise in the values (in other words, their capacity
to make sacrifices or stand losses) ,

determine the

limits within which the "Law of Supply and
Demand" will operate as a regulator of prices.

Furthermore, whilst variation in supply and
demand will affect prices and values accord-

ingly, in many cases supplies, and in some cases

demands, will not respond to variations in

prices.

But the equilibrium between supply and de-

mand is, under ordinary circumstances, main-

tained, and production can usually be gauged
to meet requirements. In such cases, the "Law
of Supply and Demand," as enunciated, will

operate and will determine reasonable prices in

competitive trade. But as soon as trade be-

comes disturbed, or as soon as new and abnormal
factors, in either production or consumption,
make themselves felt, the Law only in a measure
operates to protect the community against un-
reasonable prices. A more correct, if lengthier,
definition of the "Law of Value," or, as it is

generally known, the "Law of Supply and De-
mand," is given by G-. B. Dibblee ("The Laws of

Supply and Demand," p. 139) . He says : "When
in any market there is a condition of stable equi-
librium, that is to say, where supply, or the quan-
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titles of goods offered for sale, is approximately,
but not exactly, equal to demand, or the self-

estimated requirements of buyers at reputed
prices, any excess of the former is met by fluc-

tuating prices tending to fall, which will in-

crease demand, and any excess of the latter by
fluctuating prices tending to rise, which will

increase supply. When in any market there is

a great excess of supply, the equilibrium of the

market can only be restored by withdrawing
and reserving a large part of supply, otherwise

falling prices will not continue to increase de-

mand. When in any market there is a great
excess of demand at reputed prices, and supply
is either naturally or artificially restricted, while
a large part of this demand will be diverted at

first by raising prices according to the laws of

demand, in the end demand will not continue to

decrease, but will become insistent up to the

limit of capacity."

Some mention should at this stage be made
of the variation in the average level of prices
as a result of the variation in the amount of

money in circulation. Normally, supplies and
wants of various commodities, taken as a whole,
are constant or increase with the increase in

population and the development of its productive
power and standard of living. A sudden increase

in the amount of money put in circulation as

the result of an influx of gold, government and

private loan expenditure, or the printing and
circulation of paper money, will immediately
increase the demand for commodities, and in-

duce a generally greater consumption. The
increase of the amount of money will also tend
to withdraw labour from production. The result

is an increase in the general level of prices,
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which will not resume their original level until

the increase in new money ceases and the reverse

processes operate.

Tinder certain circumstances, the factors

causing great variation in supply or demand,
with consequent abnormally high or low

prices, may be purely imaginary, or, at any rate,

they may be the result of opinions founded on
miscalculation. For example, the fear of a

shortage of any commodity will always create

an increased demand on the part of buyers who
compete with one another in a natural desire

to lay in stocks, for their own use, or for specu-
lative purposes. At the same time, and for the

same reasons, sellers will be prompted to hold
back supplies. On the other hand, the price of

a commodity may fall far below its cost of pro-
duction, on account of circumstances creating a

mental condition, the reverse of those mentioned
as being contributory to abnormally high prices.
In either case, the anticipatory price is often

very much higher or lower, as the case may be,
than it is when the anticipated circumstances

actually eventuate.

It is when rapid changes in the conditions of
trade occur, and when large and frequent fluc-

tuations in prices take place, that opportunities
are given to those in the position to restrain
trade and charge unreasonable prices. Abnor-
mal conditions are usually not widely distributed
or lasting in their effects on prices; they are

generally local and the resulting abnormality of
of price only lasts until thp supplies are drawn
from an area unaffected. But pending this in-

troduction of fresh supplies, which might occupy
a period of some months, monopoly conditions

obtain, and the "Law of Supply and Demand"
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virtually becomes inoperative as far as actually

increasing supplies to meet immediate wants is

concerned. This "
inelasticity'' in supply, or

failure of supply to respond immediately to

increase in price, is a most fruitful cause of

high prices, and enables the fortunate holders
of stocks to make large profits without any
speculative risk whatsoever. The effects of
"
inelasticity" of supply is frequently seen in

countries dependent for agricultural produce
on their own resources; in the event of a bad
harvest and consequent shortage of supply no
increase in price, however great, will enable
additional supplies to be produced until next
harvest. In the case of a country (or part of a

country) not being self-contained, but depen-
dent on outside markets (either as a buyer or

a seller), any interference with communication
will have immediate and far-reaching effects on
local prices. No importation might lead to

abnormally high prices, while inability to ex-

port surplus production would glut the local

market and cause unreasonably low prices. This
is particularly the case if there is no elasticity
in the local demand. Then prices are largely
determined by the necessity of producers and
holders of supplies to sell their stocks, either

because they require to realize in order to meet
financial obligations, or because of the perish-

ability of the commodity.

The wealth of a community has also an impor-
tant bearing on prices and their range of varia-

tion. In the case of a shortage of supplies,

prices will increase until the demand decreases

on account of there being fewer people who are

able to pay the higher rates. The wealth of

the consuming population, therefore, largely
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determines the extent to which prices may rise,

the limiting price being considerably higher in

a wealthy community than it would be in a poor,
or relatively poor, one.

It is now necessary to consider the operation
of the "Law of Supply and Demand" in adjust-

ing prices when there is no competition, or when
there is restraint in competition. If there is

not free and open competition between buyers
and between sellers, prices will not of necessity
be in keeping with the actual supply and de-

mand. Although demand on the part of the

general body of consumers will usually respond
to variations in price, unless there is competi-
tion between sellers, supply, even if it be "elas-

tic," will not necessarily increase with an in-

crease in price. A condition of free and open
competition between sellers is essential if the
"Law of Supply and Demand" is alone to be
relied on to protect the community against both

shortage of supply and unreasonable price. But
competition, especially amongst sellers, has not

been, and is not, always open and free, and fre-

quently ceases, or partially ceases, to act as a
factor in regulating prices.

The elimination of competition and the crea-

tion of monopolistic control of production and
wholesale distribution are features of twentieth

century industry and trade. And, although pri-

mary production and retail distribution have not,
so far, been subject to complete monopoly, as far
as actual control of supplies and prices are con-

cerned, there is a tendency in this direction,
and prices are being continuously regulated in

the interests of those "in the trade" by agree-
ments and "associations."

Just as there are combinations of, and agree-
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ments between, sellers of commodities with a
view of controlling supplies and fixing prices,
so that they may obtain a maximum profit at

the expense of the general body of consumers,
so there are combinations of, or price agree-
ments between, buyers ; this, however, has a very
limited development in modern trade, but where
it has been introduced, it has had a very potent
influence in the direction of reducing prices.
This introduction of monopoly control and

agreement as to price, whilst not completely
neutralising the interdependence of supply and
demand and price, eliminates the efficiency of

the "Law of Supply and Demand" from the

point of view of maintenance of prices at rea-

sonable rates. As soon as free and open com-

petition ceases, there is nothing to prevent an
excessive profit being made by those controlling
the market; it would be merely a matter of

adjustment of price so that a maximum advan-

tage is obtained at the expense of the commu-
nity.

The most common forms of monopoly control

are the price agreements between manufacturers
and between retailers. The trade agreement
not to sell below certain minimum prices is

common in every civilised community, and is

far more widespread in its effects and more
potent in its influence on the cost of living than

any monopolistic combination or trust. If not
in actual combination, manufacturers fre-

quently work under some agreement as to the

prices they will charge and the discounts they
will allow to retailers. In every town there ape
trade agreements between retailers to fiz mini-
mum prices for what they sell and maxi-
mum prices for what they buy. The effect is
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that both consumer and primary producer suf-

fer. Banks, commission agents, insurance com-

panies, and even professional men agree as to

prices which will be charged for the services

they respectively render. Transport companies,
tooj have invariably eliminated competition
between themselves, and they fix freight rates

"as high as the traffic will bear." There are

also instances of combinations of rural pro-
ducers forming selling agencies which control

prices and regulate supplies; and trade union-
ism ha,s frequently created an absolute mono-

poly in specialised labour, with the result that

all competition, in .the supply of labour, has
been eliminated.

Many deep and experienced thinkers are in-

clined to accept the view that competition in

the supply of many commodities within a state

has largely vanished as a potent force, and that
the tendency is towards still further monopoly
control. C. Van Hise, President of the Wis-
consin University, in his work "Concentration
and Control/' says in regard to the retail trade
that: "Competition in prices for standard com-
modities has ceased to exist between shops of
the same class in the same community. The
regular retailer's prices for a town are the

same; the prices for the department stores are
the same; the prices of the mail order houses
are the same." He goes on to say: "While,
therefore, competition has been a great and
highly useful economic force, it is not adequate
alone to control quality and price, and that
where relied upon for these purposes, it has
been a lamentable failure." Professor Laugh-
lin, of University of Chicago, before the United
States Senate Interstate Commerce Committee,
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in testifying that competition among retailers

has completely broken down, said: "We do not
have competition; it does not exist. To-day
there is really Nno competition between retailers

and those who sell meat and groceries to dif-

ferent classes of people." And nowhere in the
world is the tendency to monopoly control

stronger than it is in Australia.

In this all too inadequate survey of the "Law
of Supply and Demand" and the efficacy of its

operation in maintaining reasonable prices, it

will be seen that only as long as there is elas-

ticity in supply and demand, and as long as

there is free and open competition between

buyers and between sellers, is the Law really
effective in protecting the comunity against un-
reasonable prices and exploitation. In other

words, when there is a glut in the market, and
the demand for the commodity is inelastic,

prices will fall to an unreasonable level; simi-

larly if there be a shortage of supply and there

are no means of increasing it, then prices will

rise unreasonably. Furthermore, the absence
of competition among sellers or buyers immedi-

ately creates conditions of monopoly control,
with an accompanying fixing of prices and regu-
lation of supplies quite irrespective of demand
or of the interests of the community. It would
thus appear, that there are circumstances which
demand a Government should interfere in in-

dustry and trade with a view to maintaining
prices at a reasonable level, and to controlling

supply and demand, in the best interests of the

community and the State as a whole. A broad
distinction can be drawn as to the nature of the

means whereby a government can do this. On
the one hand, the legislation may be direct a
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selling price for a commodity may be fixed by
simply making it a punishable offence to trade
in that commodity at any other price. In this

case, there is no interference in the conduct of

trade, other than that this fixed price is intro-

duced at some stage in the transmission of a

commodity from the actual producer to actual

consumer. On the other hand, the legislation

may be indirect no fixed price is stipulated,
but the government, by indirect means, may
endeavour to, regulate selling prices and main-
tain them at what it considers a reasonable level

by introducing competition, and by controlling
and regulating supply or demand.

As a preliminary to giving a detailed record
of the many and divers means that have been

adopted by different Australian and other gov-
ernments to regulate the prices of commodities,
some classification is desirable. It is as fol-

lows :

1. Direct price-fixing legislation, viz. : laws to

enable a government of a state to directly
fix selling prices of such commodities as
it considers should be brought within the

scope of such laws, which may, or may
not, also provide that holders of supplies
shall be required to sell at the fixed

prices.

2. Indirect legislation, viz.: laws which do
not attempt actually to fix selling prices,
but aim at re-establishing, or maintain-
ing, reasonable prices by the follow-

ing:

(a) Maintaining or creating competi-
tion by means of:

i. Anti-trust legislation.
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ii. Co-operative trading, and mu-
nicipal and state competition,

iii. Regulating external trade; or

(b) Maintaining or creating private or

public monopoly by means of:

i. Recognition of private monopoly,
and the control and regulation
of its profits, its selling and

buying prices, quality of pro-
ducts, and methods of dis-

tribution.

ii. State purchase and distribu-

tion of supplies.

iii. State marketing.



CHAPTER I.

Price-Fixing Legislation in Australia.

Condition of Trade in Australia,. Necessary Commodities
Control Act, 1914, New South Wales. Price of Goods Act,

1914 and 1915, Victoria. Control of Trade Act, 1914, Queens-
land. Prices Regulation Act, 1914, South Australia. Control

of Trade in Wartime Act, 1914, Western Australia. Federal
Government Control of Prices.

The information to be gained by a review of
the operation of the price-fixing laws enacted by
the several Australian States during the few
years subsequent to August, 1914, is very valu-

able. Comparisons can be made between the
actual costs of living in States, which had similar

conditions and differed only in the extent to

which their governments regulated the prices of
foodstuffs: thus it is possible to obtain actual

data on which to calculate the effect of price-

fixing legislation.
Australia is well developed commercially, and

has an educated people. Its legislation is
" ad-

vanced" to a degree unknown elsewhere in the
world. For many years the rates of wages and
hours of labour have been regulated by Govern-
ment Boards, Commissions, or Courts, and the

people are accustomed to State interference with
the so-called

"
liberty of the subject." In no

country is the Government more looked to by
all classes of the community, for paternal assist-

ance and protection. In these circumstances,
state interference with trade in the direction of

fixing the prices of commodities would not be

(19)
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misunderstood, and would not be resisted merely
because it was an innovation. Another con-

sideration that makes the Australian experience
of special value is that, owing to the remoteness
of the island continent from the actual opera-
tions of war in Europe, the conditions under
which the price-fixing laws operated were more

approaching the normal than in other coun-
tries where direct fixing of prices was attempted.
The results should, therefore, be valuable in

coming to conclusions as to the efficacy or other-

wise of interfering with the law of supply and
demand by price-fixing legislation.

The Australian Constitution provides for the

sovereign existence of six States within the

Federal Commonwealth, whose governmental
authority is limited to such general matters as

defence, etc. The question of regulating the

prices of commodities was, therefore, a purely
State Government matter, and until the subse-

quent passing of the "War Precautions Act"

by the Federal Parliament, and its application
to the control of prices, in the year 1916, the

Federal Government could not, and did not,

play any part in fixing prices.

As to the condition of trade immediately after

the outbreak of the European War, in August,
1914, the following quotation from a report
dated 15th September, 1914, by the Necessary
Commodities Control Commission of the State

of New South Wales, will give exactly the posi-
tion. The report says:

"The evidence shows that almost immediately
after the declaration of war, the wholesale grocers
of the State raised the prices of imported commo-
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dities by amounts ranging generally from iyz to 20

per cent., and, in one instance (cream of tartar),

by 100 per cent.

"This sudden increase seems to the Commission
not to have been the result of a calm consideration

of the effect upon prices necessarily caused by the
war

;
nor of the duty which the state of public affairs

imposed upon the importers, of taking into account
the effect of improvident increases of prices upon
the mind and well-being of the community. The
importers seem to have been almost overwhelmed
by the fact that their stocks, which they had been
accustomed to replenish, and in most cases turn

over, some nine or ten times a ye^ar, had been sud-

denly stopped, without, for the moment, any pros-

pect of renewal. They were also troubled by the
fact that they had consignments in German vessels

indefinitely shut up in various neutral ports, and
that it might be impossible to replenish certain

lines.
"

There is little wonder that grave misgivings
were held by the public as to what really would
be the outcome of the War as far as trade and
commerce were concerned. There were also

considerable doubts as to what effect there would
be on overseas trade, not only in regard to the

supply of commodities from abroad, but also as

regards markets for raw products exported
from Australia. One consideration was, how-
ever, uppermost in everyone's mind, and that
was the desirability for him or her to get, and
to keep control of, a stock of the necessaries of
life. This created the sudden demand for com-
modities and consequently their increase in

prices.
In all these circumstances, it could easily be

understood, that in a country like Australia,
where the legislatures are looked to by the

people for protection at every turn, there would
be an immediate demand for drastic action to
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prevent exploitation by those controlling sup-
plies of necessary commodities. The demand
for price regulation was promptly met by the
various legislatures, as is well indicated by the

reference in the Report of the Victorian Price
of Goods Board, when it says :

"
Legislators of all shades of political opinions

were impressed with the necessity of taking steps
to prevent the exploitation of the community by
means of the

'

cornering' of foodstuffs and undue
inflation of prices as a result of the war. This

feeling was not confined to Victoria, but was gen-
eral throughout the Commonwealth, and, in fact,

throughout the Empire.''

As to the immediate reasons for initiating

price-fixing legislation, the Attorney-General
for the State of New South Wales, in introduc-

ing to Parliament the Necessary Commodities
Control Bill, immediately after the outbreak of
the European War in August, 1914, said :

"It has been found necessary to introduce legis-
lation in order to prevent a certain small section
of the trading community from taking advantage of
the present situation and effecting

*

corners' in vari-

ous articles or in putting up the prices of those
articles beyond what they really ought to be."

The nature of the several legislative pro-
posals that were put forward in the various
State Parliaments to fix prices, depended on the

political faith of their advocates. The conser-
vative sections of the community wanted little

or no interference with ordinary trade; on the
other hand, the extreme radical section went so
far as advocating complete commandeering of
all supplies of foodstuffs by the Government.
To what extent either proposal was prompted
by reasoning, by preconceived economic faith,
or by panic, it is difficult to say.
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The following schedule gives a summary of

the several acts passed in Australia to regulate
the supplies and prices of commodities:

State of
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The Parliaments of all the Australian States>
with the exception of Tasmania, passed price-

fixing legislation, and, within two months of the

commencement of the War, tribunals with

varying degrees of power, were appointed to

administer the several acts. The Common-
wealth Government at first refrained from in-

terfering with the internal trade and commerce
of the States, and only appointed a commission
of enquiry into the question of food supplies.
But 'early in the year 1916, the Federal authori-

ties, by virtue of certain provisions of the "War
Precautions Act," extended their functions to

include price-fixing, and the control of food

prices by the State Governments was thereby
superseded.

State of New South Wales : Necessary Commo-
dities Control Act, 1914.

Under the Necessary Commodities Control

Act, a commission of three was appointed; its

functions were to enquire into, and report to

the Ministry of the day, as to what should be
the highest selling prices of any "necessary
commodities" in the State of New South Wales.
A "necessary commodity" under the Act was
defined as coal, firewood or other fuel, any
article of food or drink for man or any domes-

ticated animal, or any article which enters into

the preparation of food or fuel. The Commis-
sion could also take a .census of the stocks of

any "necessary commodities" within the State

of New South Wales. It can easily be seen,

therefore, that very little restriction was placed
on the enquiries and recommendations that

could be made by the Commission.
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On the report pf the Commission, the Gover-
nor in Council fixed the price of the commodity
reported on, and special provision was made
that this price, as declared by him, should not

in any case be lower than that recommended by
the Commission. The Governor in Council was
also empowered to seize and distribute (the
whole of the expense being charged to the

holder), any stocks of "necessary commodi-
ties" should the Commission consider that

the withholding of such stocks from the

community would be detrimental to the

public interest. The penalties for selling,
or offering for sale, any "necessary commo-
dities" at a price higher than the declared

price was a fine not exceeding 100, a simi-

lar penalty being inflictable on any one who
refused to sell "any necessary commodity"
(which he held in excess of his family's require-
ments for a period of six months) at or below
the declared price. The Necessary Commodi-
ties Commission had all the powers and privi-

leges of the Supreme Court of the State, and it

could compel the attendance of witnesses and
the production of books. It was provided in

the Act that the personnel of the Commission
should be, a Judge of the Industrial Arbitration
Court (who should act as chairman), and two

colleagues chosen to represent generally the
interests of producers and consumers respec-

tively. It was provided in the Act that a majo-
rity decision as to any price should be the
decision of the Commission. The Commission
was provided with a complete staff of officers

and inspectors, and the Chairman devoted

practically the whole of his time to the work.
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As a commission of enquiry, its work was far
more complete than that of similar bodies in
other States, and, as the Government of New
South Wales was more in sympathy, both in its

appointment and its recommendations, the
results of its work were much more far-reaching
and extensive than elsewhere in Australia.

State of Victoria: Price of Goods Act, 1914.

The Price of Goods Act 1914, after consider-

able delays owing to the opposition of the

Legislative Council of the State, was brought
into operation on the 9th September, 1914. It

provided for the appointment of a Board to

inquire into and report to the Governor in

Council as to what prices should be the highest
selling prices of any goods used by man for
food or drink, and any goods that enter into

and are used in the composition or preparation
of such food or drink. An Amending Act was
passed the following year which limited the
Board to reporting to the Governor in Council
as to those goods, the selling price of which had
been affected by the War.

Under the Price of Goods Act the Board was
empowered, to call witnesses, and to inspect any
books that it might desire to; and under the

Foodstuff and Commodities Act, which was en-

acted at the some time, power was given to take
a census of stocks of commodities, (mentioned
in the schedule) within the State. The Gover-
nor in Council, on the recommendation of the

Board, was empowered to declare any price to

be the highest selling price, and anyone offend-

ing was liable to a fine not exceeding 500; it

was, however, provided that no precedure
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against anyone for an offence under the Act
should be taken except with the consent of the

Attorney-General.
The composition of the Board, of which there

were five members, provided for the represen-
tation of varied interests. A member of the

Ministry represented the Government, and he
was appointed Chairman. Four other members
were appointed to represent the wholesale mer-

chants, the retail merchants, the producers, and
the consumers, respectively. Whilst it cannot
be said that any member of the Board sacrificed,

or was prepared to sacrifice, the interests of the

people as a whole in the interests of the section

of the community he was supposed to represent,
it can easily be understood that a Board consti-

tuted as this one was, could not administer the

Act in as a disinterested way as a body selected,

primarily because of the skill and the knowledge
of economic conditions possessed by its mem-
bers. As the Ministry of the day (which was
responsible for the carrying out of the Act, and
for the proclamation of the recommendations of
the Board) was principally supported by produc-
ing rather than by consuming interests, it can
be easily understood that there was not that

sympathy with the objective of the Act, viz.,

restricting the rise in prices, that there was in
the case of the Ministry of New 'South Wales,
which was entirely supported by the representa-
tives of consuming interests. Furthermore,
whilst the New South Wales "

Necessary Com-
modities Control Act" was to apply during the
continuance of the War, the " Price of Goods
Act," in the State of Victoria, was only to con-
tinue in operation for a period of four months
from the time the Act became law; after this it
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would have to be re-enacted. In these circum-

stances, not the same interest could be taken in

the work either by the members of the Board or

its staff. Although the legislature re-enacted

the measure for the period of twelve months, the

Act finally lapsed because of a political crisis

quite foreign to the question of prices of com-
modities.

State of Queensland: The Control of Trade

Act, 1914.

The " Control of Trade Act," passed by
the Queensland Legislature for the purpose of

controlling the prices of commodities within
the State, was almost identical in terms with
that passed by the New South Wales Parlia-

ment. Whilst the full title of the Act includes

the words "
during war," no other reference is

made as to when the Act shall expire. Further-

more, no limitation was placed on the adminis-
tration of the Act as far as the nature of the

controlled
"
goods" was concerned, it being

merely provided that "
goods" included all

"
foodstuffs, goods, chattels, or things whatso-

ever."

The Act, for purposes of administration, pro-
vided for the division of the State into two dis-

tricts, viz. : Northern and Southern, each being
placed under a "Board of Control," to inquire
into and report as to what prices should be the

highest selling prices in the district. It re-

mained for the Government of the day, how-

ever, to proclaim the prices as recommended by
the several Boards. Selling at prices higher
than the declared price constituted an offence

which was punishable by fine or imprisonment.
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Refusing to sell at the declared price was simi-

larly punishable.

State of South Australia : The Prices Regulation
Act, 1914.

Within two weeks of the commencement of

the European War, the South Australian legis-

lature passed the ' ' Prices Regulation Act.
' ' This

Act provided for the appointment of a Price

Regulation Commission consisting of three mem-
bers, one of whom should be a Judge of the

Supreme Court. Unlike similar Acts in the

States of Victoria and New South Wales, the

Commission was given power in their absolute

discretion, to declare any commodity to be a

necessary of life within the meaning of the Act.

The penalties inflictable on any one who refused
to sell at the fixed price consisted of a fine not

exceeding 100, or imprisonment not exceeding
six months. The Act also provided that, should
the Commission be satisfied that a person had
goods which were necessary to life, and had
failed (on demand) to sell at the fixed price, it

could issue a forfeiture certificate, in which case
the Minister could forfeit the goods to the
Crown and make payment for them at the fixed

price. The Prices Regulation Act was passed
by a Liberal Ministry, which also appointed the
members of the Commission. Soon afterwards,
however, this Ministry was defeated at a gen-
eral election, and the new Labour Ministry, not

being satisfied with the economic outlook of the
members of the Commission, retired two of
their number and put substitutes in their places.
The collection of information as to the stocks

of foodstuffs and other commodities within the
State of South Australia was entrusted to an-
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other Commission appointed under the Food-
stuffs Commission Act. Under this Act, all

persons holding stocks were required to send
in returns on or before proclaimed dates.

State of Western Australia: Control of Trade
in War Time Act, 1914.

This Act was passed within a few days after

the 4th August, 1914. Its operation was limited

to the period of war between the United King-
dom and its enemies. Under the Act, power
was given to the Executive to appoint a Royal
Commission to inquire into the questioi} of the

prices of commodities, and to make recommen-
dations to the Governor in Council as to what
their maximum prices should be. Until subse-

quently amended (in February, 1915) the " Con-
trol of Trade in War Time Act" provided that

any person, having in his possession any neces-

saries of life in .excess of his personal require-

ments, and who should refuse to sell and deliver

the same to any other person, ^yhen offered in

payment the maximum price as fixed by the

Governor in Council on the recommendation of

the Commission, should be liable to a penalty
of 1,000 or imprisonment for a term not ex-

ceeding twelve months. This far-reaching and
drastic clause was altered to provide that any
person selling or offering for sale any necessary
of life at a price higher than the maximum as

fixed, should be liable to a penalty not exceed-

ing 100. Under the Act power was granted to

the Ministry of the day to seize any necessaries

of life on the payment of the maximum prices
as fixed. It was further provided that no per-
son should buy up or store necessaries of life

with the intent to raise their prices, or prevent



PRICE-FIXING LEGISLATION EN AUSTRALIA. 31

their free circulation, without the consent in

writing of the Ministry. The Act was further

amended, limiting its operation till the 30th

September, 1915; and it seems significant that,

although a Labour Ministry was in power it

was not re-enacted and lapsed after that date.

Federal Government Control of Prices.

The War Precautions Act was passed by
the Federal Parliament to give the Ministry of

the Commonwealth full power in cases of any
emergency arising out of the War. Whilst no
mention of the control of prices of commodities
is mentioned in the Act, the Federal Government
assumed that power under it, and, to satisfy
demands for some action to prevent further in-

creases in the cost of living, regulations were
framed providing for the fixation of food prices

throughout the Commonwealth. These regula-
tions were not brought into force until early
in the year 1916, and, amongst other things, they
provided for a " Commonwealth Prices Adjust-
ment Board" of five members, to make enquiry
and recommendations to the Governor-General,
who would fix maximum prices and proclaim
areas in which these prices would operate. At
first only flour and bread were dealt with, and it

was provided that any person who sold, or of-

fered for sale, flour or bread at a greater price
than the maximum price fixed shall be guilty of
an offence.

In July, 1916, the Federal Government ex-

tended its price-fixing functions to include

foodstuffs, necessary commodities, shipping
freights and services. A Price-Fixing Com-
missioner was appointed to each State, to assist

and make recommendations as to prices. These,
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after being co-ordinated by a central depart-
ment, which was established at the seat of

Government in place of the Prices Adjustment
Board, formed recommendations to the Federal

Ministry, which, through the Governor-General,
fixed the prices and proclaimed the areas over
which they would operate. Each commis-
sioner was empowered to summon witnesses,
take evidence on oath, compel the furnishing of

returns of stocks, and require the production of

any books or papers in regard to any stocks of

foodstuffs or necessary commodities.



CHAPTER II.

Administration of Price-Fixing Legislation by the

Australian State Governments.

IST AUGUST, 1914, TO 31sT MARCH, 1916.

Fixing Prices of Some Representative Commodities.

In the previous chapter some mention was
made as to the economic conditions of Australia

which led up to the enactment of price-fixing

legislation, and the outstanding features of the

Acts passed by the several Australian State

legislatures were enumerated. It is now neces-

sary to consider in some detail the administra-

tion of these Acts, to record when, and under
what circumstances their provisions were put
into operation, to note the results, and compare
prices of commodities and costs of living in

the several States of the Australian Common-
wealth. The information thus gained should be

extremely valuable, as the Governments of some
States New South Wales and Queensland
energetically administered the Acts and fixed

prices for a large number of commodities,
while in other States Victoria and Western
Australia the legislation was not taken very
seriously, and price-fixing was abandoned after
a trial of twelve months. In the State of Tas-
mania no price-fixing law was enacted, and no

attempt whatsoever was made to regulate the

prices of commodities.
D (33)
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Although the price-fixing legislation enacted in

Australia was essentially to counteract the effect

of war conditions, the members of the various

tribunals that were appointed to carry out its

administration did not hesitate using the powers
given them to regulate prices of all commodi-

ties, whether these prices were or were not

directly affected by the European War. The
view taken of their duties is well indicated by
the policy adopted in regard to the price of

wheat ;
at the conference of the members of the

various tribunals it was decided, "That in fix-

ing prices for wheat due regard should be paid
to all the circumstances surrounding the ques-

tion, one of the most important being the

drought, and that the Boards should endeavour
to fix prices that would be fair to the consumer,
the producer, and the merchant."

The following information, detailed under
the heading of the several States, gives a record
of the principal features in the administration
of their respective price-fixing Acts :

THE STATE OF NEW SOUTH WALES.

The tribunal established by the Government
of New South Wales, under the "Necessary
Commodities Control Act," was more far-reach-

ing in its investigations, and drastic in its recom-

mendations, than any similar body in any other

State of the Australian Commonwealth. A
large staff was employed to carry out enquiries,
and inspectors were engaged to go round continu-

ously and see that selling prices did not exceed

those fixed under the Act. The fact that mem-
bers of the Commission knew there was a

sympathetic government to carry out their
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recommendations probably encouraged it to do
its work both conscientiously and well.

Not only did the necessaries of life come
within the purview of the Commission, but sup-
plies and prices of tobacco, cigars, cigarettes;

brandy, rum, whisky, kerosene, condensed milk,

plum puddings, biscuits, coal, and gas were in-

vestigated. And in order that the Government
might prevent the export of pigs, bacon, and

pork to other States, where higher prices ruled,
the selling rates of these commodities were
fixed. This would allow the Commission to

seize and distribute any supplies about to be

exported.
As an example of the Commission's activity,

the following action can be cited: Consider-
able increases in the Customs duties on tobacco,

cigars and spirits were imposed in December,
1914, and, in anticipation of this increase, large
stocks of these commodities had been taken out
of bond. As soon as the new duties came into

force, it was decided by the liquor trade associa-

tion to increase the selling prices of drinks to

the extent of the increased duty (and, as is

usually the case, a little more). Investigation
by the Commission showed that more than six

months' supply of these commodities was held
within the State of New South Wales, and on
its recommendation the Government proclaimed
tobacco, cigars, and spirits necessary commodi-
ties, and those holding stocks then sold them at

the original rates rather than face the investi-

gation which would have been held by the Com-
mission if prices had been increased.

The following is a list of the principal com-
modities the prices of which were regulated by
the Commission:
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Wheat. The price of wheat was fixed by the
Commission soon after its appointment at 4/2
per bushel, but, anticipating an increase in

price, holders, generally speaking, refused to

sell, and there was an immediate shortage of

supplies. The New South Wales Government
thereupon enforced the seizure clauses of the

Necessary Commodities Control Act, and on
17th September, 1914, it issued the following
proclamation :

NOTICE UNDER SECTION 11 OF THE "NECESSARY
COMMODITIES CONTROL ACT, 1914.

"

WHEREAS the Commission appointed under the above-

mentioned Act has reported to me that a certain

necessary commodity, to wit, Wheat, which in the

opinion of the said Commission should be distributed

for public use, is being stored or withheld from sale

at Darling Island, Sydney, and at the railway stations

through the State by: Messrs. John Darling and

Son, Dalgety and Co. Limited, James Bell and Co.,
Louis Dreyfus and Co., Lindley, Walker and Co.,

J. J. Donnelly and Co., and B. J. Mulholland and
Co.: Now, therefore, I, Sm GERALD STRICKLAND,
Count della Catena, the Governor of the State of New
South Wales, in pursuance of the provisions of Sec-

tion 11 of the "Necessary Commodities Control Act,

1914," by and with the advice of the Executive Coun-

cil, do hereby authorise the seizure and distribution

of such necessary commodity as aforesaid; And I

do hereby appoint the Inspector-General of Police

of New South Wales or any Officer of Police of the

said State as the person who shall execute this

authority.

G. STRICKLAND,
Governor.

But it was soon seen that fixing the price of

wheat was useless if those holding the supplies
would not sell voluntarily, and almost imme-

diately the Government decided to acquire the

whole of the supplies within New South Wales.
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Wheat then became a State monopoly, and sup-
plies were distributed by the Government direct

to millers and the public at a fixed price and in

controlled quantities.

Flour and Bread. The price of wheat having
been decided on and fixed, the Commission then
determined the price of bread and flour through-
out the State of New South Wales. Taking as

a basis the prices ruling in the various centres

of population on the 1st August, 1914, i.e., just
before the commencement of the European War,
the Commission merely provided that a fixed

increase should be added to these prices. This

arrangement was generally effective, and it

proved a much more satisfactory way of fixing

prices than to strike general rate for the whole
State.

On several occasions Sydney bakers applied
for increases in the maximum selling prices
that had been fixed for bread. In the refusals
of the Commission to grant the increase asked
for, it is seen that price-fixing in this particular
case was effective, and prevented too high a
selling price being charged by Sydney bakers,
between whom, it is very improbable, there was
any effective competition. Mr. D. R. Hall,
M.L.A., Attorney-General for the State of New
South Wales, in justifying the work of the

Necessary Commodities Commission on 21st

July, 1915, said:
" That probably if there had been no Necessary

Commodities Commission the master bakers would
have put up the price of bread as high as they asked
the Commission to fix it. They would not have
asked the Commission to do something they would
not have done themselves if they had been left

entirely alone. On the 15th September the price
of flour was 9/10/- per ton and the price of bread
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was 3^4d. per loaf. The master bakers then asked

permission to raise the price by %d. per loaf, and
they obtained a rise of %d. On 23rd April they
asked for another %d. per loaf, but this was refused.

The difference between what the master bakers
asked the Commission to grant and what they actu-

ally received was 140,000."

Mr. Justice Edmunds, President of the Neces-

sary Commodities Commission, in examining
an application from one of the largest bakers in

Sydney for an increase in the price of bread,

gave an interesting example of effective price-

fixing when he said :

"Taking Mr. Gartrell's figures as they stand, he
shows a loss of 9/2 per ton with these very large
items represented by depreciation and material, not
to speak of any other. Now what is your applica-
tion? The application is for %d. per loaf increase.

Of course, in the evidence there were great differ-

ences in the number of loaves said to be produced
by a ton of flour, but I think Mr. Gartrell's own
figures as to the quantity produced were 1,298, take

it at 1,300 in round figures per ton. If you work
out the difference that would be represented by the

increase of %d. per loaf on an output of 50 tons

per week, it would amount to an increased revenue
of 150 per week. So that this is an application

which, if granted, would return to Mr. Gartrell,

allowing all his figures for rent and depreciation,
150 per week, which is to cover his actual loss.

His loss is under 30 per week, that is 120 more
than his loss. Do you think that we ought to put
such a price up to the general public as will compel
them to give him such a further profit above what
he receives at ordinary times, which I presume to

be fair It allows the whole of the capital value

of his business to be taken into account, his own
stated rate of depreciation, and he actually asks

us to put up the price so that not only will his

loss of 30 per week be covered, but that he will

get a return of 150."

Butter. In the case of Butter, the State of
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New South Wales was very much better off as

regards supplies than other parts of Australia,
and during the greater part of 1915 the selling

price of butter was artificially fixed at a rate

considerably lower than that obtainable if it

were exported to other parts of the Common-
wealth. In justifying fixing this price, the Neces-

sary Commodities Commission reported as fol-

lows :

"Your Commission is of opinion that the people
of New South Wales should not, in fairness, be
called upon to bear the full increase of price result-

ing from drought in other parts of Australia.
"

And on 21st July, 1915, the Hon. D. R. Hall,

Attorney-General for the State, and who ad-

ministered the Act, said :

"In New South Wales the price of butter has been

50/- per cwt. lower than it has been in Victoria
for some months past, and the effect of that, leav-

ing out the question of shortage altogether, has
been that the people have paid on their butter bill

152,000 less than they would have had to pay had
we allowed the market to take its own course."

As a result of fixing butter at a price lower
than the price it would otherwise have been,
more butter was consumed. And as this price
was below the cost of importation from New
Zealand or America, butter dealers and mer-
chants did not place orders abroad to meet the

impending shortage during the winter months.
To ensure supplies of butter, pending the in-

crease in the milk supply in the following
spring, the New South Wales Government was
forced to import butter from America, and the
transaction involved a considerable loss of

money, as some of the imported butter arrived
too late and had ultimately to be shipped to
London.
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Milk. Considering the Necessary Commo-
dities Control Act as a War measure, there was
no justification for the Commission interfering
with the milk trade. However, to prevent the

people of Sydney being exploited by a "
ring"

of milk distributors, extensive price lists for
milk were proclaimed from time to time. For
example, that issued on 3rd September, 1915.

provided selling prices as follows:

Country milk retailed to the consumers 5d. per qt.
Local milk retailed to the consumer . 6d.

Distributing Company's price to retail

vendors I/- per gal.

Suppliers' price to Distributing Co. .. 9d.

Fodders. Probably the most complicated in-

stance of price-fixing in New South Wales was
in connection with fodder. Prices were fixed

for the different classes of chaff and hay and for

several different places. For instance, on one
occasion the price of lucerne hay was fixed as

follows :

Per ton.

On farm in stack 500
On farm in bales 5 12 6

On rail or steamer 5 17 6

Ex-store delivered on dray 6 7 6

Plus carriage into the store and other

places (less carriage to nearest rail-

way station) 5 17 6

Other Commodities. In addition to the above

staple foodstuffs, the Necessary Commodities
Commission fixed selling prices for kerosene,

cheese, petrol, benzine, bran, pollard, oatmeal,

many kinds of fodder, condensed milk, jams, etc.

The prices provided wholesale and retail rates,
and were different for different localities, and
for different qualities. Taking kerosene as a
case in point, as many as 50 retail selling prices
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were fixed for 96 different localities of Sydney.
In each case, the cost of freight to the locality
from a distributing centre was added to the

price as fixed at that point.
In regard to prices generally, the Commission

issued a notice on llth September, 1914, re-

quiring anyone, who desired to increase the

selling price of any commodity he traded in to

notify the Commission seven days before of his

intention to do so. The following is a copy of
this notice, which was published in the principal
newspapers and posted at the public offices

throughout New South Wales:
"I have the honor to advise you that the Neces-

sary Commodities Control Commission is of opinion
that all purveyors of goods within the control of the

Act should give the Commission at least seven (7)

days' notice of any intended increase in prices so

that the validity of the reasons advanced for such
increase might be considered and the legal control

of prices established by the Act effected as far as

possible in co-operation with the members of the
commercial community interested.

"Failing such notice, the Commission may at once
recommend the Governor to issue a proclamation
voiding the unauthorised prices until the Commis-
sion has had time to examine, note, and report upon
the sufficiency or insufficiency of the causes upon
which such increase is based.

"

In justifying its work, Hon. D. R. Hall, in July,
1915, said that the Commission

"has saved large sums by rejecting applications
made in the case of various other items. For ex-

ample, an application was made for an increase in

the price of biscuits to the extent of Id. a lb., and
a halfpenny was granted. The sum of 7,700 was
saved in our biscuit bill. We have not gone short
of biscuits by this interference on the part of the

Commission, or by not letting trade take its ordi-

nary course. In connection with gas, the price was
kept down for some weeks, and the bill was reduced
in consequence/'
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Generally speaking, the prices for centres of

population outside Sydney were fixed on the
basis of Sydney rates, with so much added or
deducted for freight, according as to whether
the commodity had as its source of supply Syd-
ney or the country districts.

THE STATE or VICTORIA.

Before detailing the operations of the Board
established under the Price of Goods Act, it

would be well to qijiote the following from the

report it issued at the termination of its work
on the 30th September, 1915 :-

"Under the Victorian Act it is clear that no

general fixation of prices was ever intended or con-

templated. What was aimed at was the prevention
of the undue inflation of prices, and undue restric-

tion of supplies in time of war. Apart from this,

trade and business generally were to be allowed to

flow in the ordinary channels in the usual way. If

advances in prices were legitimate, the Board was
powerless to intervene. In fact, the Price of Goods
Board could only act when it found, after proper
investigation, that prices were being unduly ad-

vanced or supplies unduly restricted."

This being the view taken by the tribunal ad-

ministering the Act as to its powers and func-

tions, it will be recognised that its activities

were generally very restricted, and its recom-
mendations rather meagre. Considering seria-

tim the more important foodstuffs dealt with

by the Board, the following is a record of its

work :

General Groceries. One of the first acts of
the Price of Goods Board was to come to a

general arrangement with the wholesale mer-
chants centred in Melbourne and controlling all

lines of groceries, to the effect that prices were
not to be advanced above those ruling just prior
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to the outbreak of the European War without
first informing the Board of their intention to

do so. No enquiry was made by the Board as

to the legitimacy of the wholesale prices of

general groceries in Victoria, but their control

by agreement with the merchants, whilst not

strictly in accordance with the Price of Goods
Act, proved one of the most satisfactory and ef-

fective ways of attaining the object in view. Its

success was in a large measure due to the fact

that the wholesale distribution of groceries was
in the hands of a few firms, between whom there
was little or no competition, but instead an
agreement as to prices. Generally speaking,
"the trade" honorably held to the arrangement,
and, with the exception of a few commodities,
such as tin-fish and tea, no applications were
made for increased prices of general groceries.
Wheat. The Price of Goods Board, in its

report of the 22nd September, 1914, stated that
the prospective bad season, the war, and the fact

that a large proportion of the wheat in the
State was controlled by a few individuals, had
caused the advance in the price of wheat. To
prevent further rise in prices the Board recom-
mended that 4/9 per bushel should be fixed as
the maximum selling price. A census of the
wheat in stock was subsequently taken, and it

showed that the bulk of the wheat originally
held by dealers had been disposed of by them at

the fixed price. But for the existence of the
Act and a fixed maximum selling price, there is

not the least doubt that the merchants and specu-
lators, who already controlled one-third of the
wheat supplies of the State, would have estab-
lished a complete corner, as a shortage was cer-

tain, and high prices ruled elsewhere in the
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world. In this case, at any rate, a small section
of the community was prevented by the Act from
making an excessive profit at the expense of the

people.

During October and November, 1914, the

prospects of even a worse harvest than was
originally anticipated induced the Board, for
reasons that are not altogether clear, to raise
the maximum price a further 9d. But on 1st

December it recommended "that the price fixed
should be taken off altogether, and trade in
wheat allowed to run in the ordinary way, as
the large holdings had been disposed of at fixed

prices, and that practically the whole of the
wheat of the State was held by farmers for
seed purposes or by genuine millers, merchants,
etc." The Board further stated "that private
importers would not import unless a guarantee
could be given that they could do so at a fair

profit. If a fixed price remained, no such guar-
antee could be given." As this guarantee could
not be given, in any case, the Board recommen-
ded that, in order to prevent undue inflation of

prices in the future, the Victorian Government
should immediately import wheat and sell it

within the State.

These statements in the Board's report, and
the subsequent movements in the price of wheat,
form one of the most interesting examples of
the effects of price-fixing, and illustrate one of
the detrimental results that accrue from inter-

fering with ordinary trade. The action of the
Board in fixing the price of wheat at 4/9 and
subsequently at 5/6 per bushel precluded any
possibility of wheat brokers and merchants

ordering supplies from abroad, as the world's

price, at that time, allowed no margin of profit
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but would have entailed loss, after shipping
costs were paid. Although the fixed price was
subsequently removed and the market declared
a free one, there was every justification for

importers to assume that, before they had
sold their wheat, the price of wheat would
be again fixed, and possibly at a level below
their cost of importation. In any case,
it was clear that no handsome speculative profit
would have been allowed, so wheat merchants
and millers refrained from importing, and took
no action to meet the impending shortage of

supplies. That the Government of the State
did not immediately order wheat as soon as this

shortage had become evident, was a clear indi-

cation that it did not appreciate the only con-
clusion to fixing prices of a commodity at a
level below that at which it would pay to pro-
vide supplies. In the ordinary course of trade,
merchants in anticipation of a shortage would
no doubt have placed orders before the increase
in the world's prices had taken place, and it is

quite possible there would have been competi-
tion in selling the imported wheat. When the
Government did recognise its responsibility to

provide sufficient wheat for the State, prices
had greatly advanced, and ultimately each
bushel cost 8/- landed in Melbourne.

Flour. The price of flour was fixed by the
Price of Goods Board on the basis of the price
of wheat. With wheat at 4/9 per bushel, the

price of flour was fixed at 10/10/- per ton, and
when wheat was raised to 5/6 per bushel the

price of flour had to be increased to 11/17/6.
When the fixed price for wheat was removed,
the Board did the same with flour, and soon its

price rose to 17 per ton, which was the selling
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rate arranged by the Government with the
millers for flour manufactured from wheat im-

ported by the State and sold to the millers at

7/9 per bushel.

Bread. The action of the Board as far as

fixing the price of bread is concerned is sum-
marised in the following extract from its final

report :

"At the time the price of flour was fixed at

10/10/- per ton, a large number of bakers had
supplies of flour purchased for forward delivery
at 8 and 8/10/- per ton. The remaining bakers
were on the market, and had to pay 10/10/- per
ton or close their establishments. The Board could
either fix the price for bread based on the lower

prices for flour, thus rendering it impossible for
a large percentage of the trade to carry on at all,

or could fix a price for bread based on the higher
price for flour; the result, however, being that a

large percentage of the trade was in a position to

make a large profit. When the price of flour ad-
vanced to 11/17/6 per ton there were still bakers
who had stocks of flour at 8/10/- per ton. When
flour reached 17 per ton, namely, the price flour

milled from Government wheat was supplied at to

millers, there was still a large percentage of bakers
with stocks of flour purchased at much lower rates.

If the Board had based the price of bread on the

price of stocks of cheap flour held, the inevitable

result would have been the closing down of a num-
ber of bakery establishments, with resulting unem-
ployment to a number of men, and distress to a
number of people. Accordingly the Board decided
that at a time like the present it was better to base
the price of bread on the fixed prices of flour."

This indicates the extraordinary difficulty of

attempting to fix prices of a commodity which
is traded in by a large number of individuals

working without any combination, and in com-

petition with one another.
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The condition of the bread manufacturing
industry in the State of Victoria was as fol-

lows: There were a number of small bakers

using perhaps 50 bags of flour per week, and
a number of large manufacturers who did four
or five times that trade. In the thickly popu-
lated parts the cost of distribution is much less

than in the sparsely populated areas of the

State, and the practice had also grown up to

consider all bread prices as the price delivered.

Superimposed on the difficulty due to differently

priced flour was the awkwardness of calculat-

ing the greatly diverging working and delivery
costs. As a result of fixing a price that would
allow the small baker to make a profit with the
increased price of flour, the larger manufac-
turers (especially if they had large stocks of

cheap flour) were enabled to make huge
profits, and the average price would prob-
ably be higher than it would be if the
trade were left to itself. In any repre-
sentations that were made to the Board,
the examples given of bakers' working costs

and profits were also almost invariably those of
small bakers in a district in which the costs of
distribution were high. With such a disorgan-
ised and varying trade it becomes almost im-

possible to fix what would be a fair price, as
the working costs vary within such wide limits.

Butter. Owing to the unprecedented drought
during 1914-15 the supply of butter, which

usually allows of very considerable export from
the State, fell far below local requirements.
Prices, which usually stand at from I/- to 1/3
per lb., increased to as high as 2/6. The method
adopted by the Price of Goods Board in

attempting to control the price of butter is in-
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teresting as another method of fixing prices.
As the Act provide^ that only those commodi-
ties the price of which was influenced by the

condition of war could be considered by the

Board, it is very doubtful whether it had any
power under the Price of Goods Act to fix the

price of butter. Furthermore, the price of

butter varied every few days, and a fortnight

usually elapsed after the investigation had been
made before a price was proclaimed. Under
these circumstances it was deemed inadvisable,
if not impossible, to fix the price for butter,
and arrangements were made to meet a commit-
tee of the wholesale butter merchants and deal-

ers every week, and come to an agreement with
them as to the prices to be charged. Although
there may have been competition to a certain

extent in the wholesale butter trade before this

arrangement, there is no doubt that the result

of the Board's action in bringing producers and
dealers together effected an agreement among
them. They apparently easily arranged not to

differ in suggesting a price, an<J the Board had
no means of telling whether this suggestion was,
or was not, a reasonable one. In addition the

Board was forced to recognize that, if the price

suggested were reduced no butter would be im-

ported.
There can be little doubt that the formation

of this committee at the instance of the Price

of Goods Board eliminated, at any rate for the

time being, competition in trade, and as the

Board almost invariably followed the suggestion
of the committee in fixing the selling price of

butter, it is difficult to see where any advantage
accrued to the public. As a matter of fact, the
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contrary was probably the case, as the compe-
tition, which might otherwise have existed

among the merchants, would probably have led

to importation of larger quantities of butter.

Furthermore, the fact that the Price of Goods
Board agreed to the selling price satisfied the

public that the price of butter was a reasonable

one, and buyers did not dispute it, nor did they
hold off buying; the probable effect of this was
that higher prices ruled than would otherwise
have been the case.

Sugar. A record of the steps taken to regu-
late the price of sugar within the Common-
wealth of Australia is given in detail in a

subsequent chapter. It is sufficient here to say

that, acting in conjunction with similar tribu-

nals in other States, the Price of Goods Board
fixed the wholesale and retail prices of sugar
within Victoria at the rates existing on the 1st

of August, 1914. As the refining and distribu-

tion of sugar was in the hands of a private

monopoly, the Board's action in fixing the price
of sugar was thoroughly effective, and worked
to the full advantage of the consuming public.

Although the price was a low one, there was no

holding back of stocks or evasion on the part
of the Colonial Sugar Refining Company, which
held all supplies. As this company distributed

the sugar to retailers, only in the same quanti-
ties as it did a year previously, there was no

shortage or cornering of stocks, and, the supply
being regulated, there was no opportunity
given to "lay in" stocks with a view of taking
advantage of the impending rise in price as soon
as sugar had to be imported.
Jam. In the State of Victoria there are a

number of small jam manufacturers and one
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large one. When the price of sugar was in-

creased, the former had no supplies of this

necessary raw material, whereas the latter had
considerable stocks which had been bought at

a low price. The difficulty of fixing a price for

jam, under these circumstances, is clearly indi-

cated by the following extract from the final

report of the Price of Goods Board :

"In its report dated the 30th August, 1915, the

Board found that, whilst a large proportion of fac-

tories throughout the State had the cheaper priced

sugar, or jam manufactured from that sugar, the

remainder were dependent on sugar at the ad-

vanced price. The position was somewhat analo-

gous to that already referred to with respect to

the bakers with supplies of flour at varying prices.

We refused a request by the less fortunately placed

jam manufacturers for an advance sufficient to

enable them to carry on, and to compel them to

sell at a price at which they could not manufacture
at a profit meant disaster to them, and, as in the

case of the bakers, the closing down of their estab-

lishments, with dismissal of hands and consequent
distress.

' '

This is an acknowledgment of the difficulty of

fixing prices in a trade in which there is effec-

tive competition, and in which the competitors
have different costs of production. For the
Price of Goods Board to have fixed prices suffi-

ciently high to save the small manufacturer
would have perpetuated inefficient methods and
raised the price of jam against consumers. To
fix prices on the basis of the working costs of

the large jam manufacturer would create a

monopoly, and ruin the small trader. Eecognis-
ing this, the Board decided to discontinue fixing
the price of jams.
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THE STATE OF QUEENSLAND.

The administration of the Control of Trade

Act, 1914, was entrusted to two Boards having

jurisdiction over the Southern and Northern

parts of the State respectively. These Boards
were appointed on 28th August, 1914, and on
their recommendation, between the 9th and 21st

September, the prices of bacon, biscuits, kero-

sen, 23 lines of general groceries and tobacco

were fixed by proclamation in Brisbane, Towns-
ville and Kockhampton. The basis on which
these prices were determined was. that the pre-
war rates ruling in these cities should not be
increased.

The prices fixed were wholesale rates, and it

was provided in the proclamation that the retail

prices should bear the same relation to the

wholesale rates as they did in normal times. A
general provision was also made to the effect

that in all places within the district, other than
the towns in which prices were specifically

fixed, the wholesale and retail prices should
bear the same ratio as existed in normal times.

During the next twelve months, as many as 20
additional proclamations were issued for each
district varying the rates for general groceries
and foodstuffs.

The prices for no less than 25 classes of meat
were also fixed. The following is an extract from
a typical proclamation dealing with this com-

modity, and it shows the detail with which the

question was gone into by those administering
the Act :
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ORDER IN REGARD TO WHOLESALE AND RETAIL PRICES IN

THE SOUTHERN DISTRICT OP QUEENSLAND.
"The maximum prices at which the undermen-

tioned goods may be sold wholesale in the Southern
District of Queensland shall, until further notice, be

as follows:
Per Ib.

Beef and mutton, frozen, approved for export
Hindquarters and chops
1st mutton 4Jd.
2nd mutton 4Jd.
1st and 2nd ewe mutton 4|d.
3rd ewe mutton 4d.

Beef, frozen, rejects
1st grade reject beef 3d.
2nd grade reject beef 2d.

Brisket
With bone 2d.

Boned .., 3d.

Mutton
1st grade rejects 3d.

2nd grade rejects 2d.

No extra charge to be made for bags or packing.
These prices to be at meatworks or free on rail.

The maximum retail cash prices at which the un-

dermentioned goods may be sold in the Southern
District of Queensland shall, until further notice,
be as follows:

Brisbane and Suburbs.
Per Ib. Per Ib.

Roast beef Steak
Sirloin 6d. Rump 6d.

Prime rib . . . 5d. Beef steak ... 5d.

Chuck rib . . . 4d. Top side .... 5d.

Thick flank . . 5d.

Corned beef Mutton
Silverside ... 5d. Legs 4d.

Shoulder .... 3|d.

Chops 4|d.

Hindquarter . . 4d.

Forequarter . . 3Jd.
Loin . .

.
. . . . 4d.

Outside this area, above prices, plus cost of tran-

sit.

T. J. RYAN, Premier."
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The following are copies of other typical
price-fixing proclamations issued by the Queens-
land Government acting on the recommendation
of the Boards appointed under the Control of
Trade Act 1914. It will be observed that whole-
sale and retail prices are both fixed for several

grades of butter, and in addition the extra

charges for booking and delivery are speci-
fied:

"PROCLAMATIONS DATED 27TH AUGUST, 1915.
"

(1) The maximum prices at which the under-
mentioned goods may be sold wholesale in the
Southern District of Queensland shall, until further

notice, be as follow:

Butter. 1st grade, 140/- per cwt.
; 2nd grade,

135/- per cwt.
; 3rd grade, 130/- per cwt. ; with extra

charge of 3/6 per cwt. for prints, and usual extra

charge for tins: plus cost of transit.

Cheese. Large and medium, lOd. per lb.; loaf,

lOJd. per lb. In cases in which on or before this

Order no charges were made for carriage, etc., no
such charges shall now be added to the price de-
clared. In cases in which on or before this Order
charges were made for carriage, etc., such charges
shall not be increased.

(2) The maximum retail prices at which the un-
dermentioned goods may be sold in the Southern
District of Queensland shall, until further notice, be
as follows:

Butter. Cash, 2d. per lb. in excess of declared
wholesale prices.

Booked, 2d. per lb. in excess of de-

clared wholesale prices.

Where delivered by buttermen, 3d. in

excess of declared wholesale prices.

Cheese. Cash, 2d. per lb. in excess of declared
wholesale prices.

Booked, 2Jd. per lb. in excess of declared
wholesale prices.

T. J. RYAN, Premier."
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Besides fixing the prices of groceries, dairy
produce and meats, the Queensland Govern-

ment, at the instigation of the Boards, pro-
claimed maximum prices for flour, bran,

pollard, milk, drugs, candles, tobacco, patent
medicines, infants' food, and bulk chemicals. In
most of these cases, the prices were fixed at the
rates ruling before the passing of the Control
of Trade Act. Needless to say, the rates pro-
claimed required constant amendment, and

although there is no record of any prosecution
for selling above the rates specified, there is

little doubt that there were many infringe-
ments.

One most interesting development in connec-
tion with fixing prices occurred in Brisbane.
The bakers of that city, considering that with
flour at the existing selling price there was not
sufficient margin allowed in the fixed price of
bread to give them a reasonable profit, threat-

ened to cease work. A bread famine was
imminent. There was power under the Act to

force holders of supplies of commodities to sell

them at the fixed price, but there was no power
to force bakers to manufacture bread. Threats

by the Government that it would commandeer
the bakeries, and nationalise bread-making in

the city, finally ended the matter with a com-

promise.

THE STATE OF SOUTH AUSTRALIA.

The Commission appointed to administer the

Prices Regulation Act 1914 began its sittings
on 14th August, 1914. It immediately called

for returns and evidence from merchants and
others controlling supplies of all foodstuffs as

to the prices being charged then, and before the
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1st August respectively. As in the other Aus-
tralian States, there had been a rise in the

price of practically every foodstuff, as a result

of holders of supplies taking advantage of the

sudden and hysterical demand for practically
all necessaries of life. The South Australian
Commission on the 24th of August found, how-

ever, "that, except in a few special instances in

which increase of price might fairly be attribu-

ted to economic causes, prices in general had
already fallen back to the ante bellum level,"
and on 20th September, 1914, the Commission
further reported that "This satisfactory posi-
tion was, there can be no doubt, .largely due to

the deterrent effect of the regulating legisla-

tion," and that as "no definite complaints have
hitherto been brought to the notice of the Com-
mission, it would appear that the Prices Regu-
lation Act has, up to the present, most effectively
fulfilled its purpose of preventing the state of
war from being made the pretext for the ex-

ploitation of the public by
*unreasonable 7

in-

creases in the prices of commodities." To what
extent this is true it is difficult to say, but the
reaction which usually takes place in any specu-
lative business probably had much, if not all,

to do with the return of prices to the normal
level.

From the outset the Commission took the
view that: "The South Australian Prices

Regulation Act has regard only to unreasonable
increases of prices and the withholding of com-
modities from consumption. It is preventive
in character, and contemplates interference
with trade only when it becomes necessary by
reason of some actual or threatened abuse."

Furthermore, the view was held that only those
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commodities the supply of which was directly
affected by the war came within range of its

jurisdiction. This attitude necessarily re-

stricted the operations of the Commission, and
for twelve months no prices were actually fixed
in the State of South Australia. As an example
of the attitude of the Commission, extracts from
the reports dated 23rd September, 1914, might
be quoted:

"The present prices of wheat, flour, and fodder
are not due to there being a state of war, but to

the extraordinarily bad season in South Australia
and in wide areas in the other States. Present

prices have been exceeded on previous occasions,

when, as far as can be gathered, the seasonal out-

look has not been so black as it is now."

During this period, the work of the Commis-
sion was restricted to investigating increase in

the price of wheat, flour and bread, but no
direct efforts were made to restrain the rise in

prices of these commodities, as the Commis-
sion found that the increase in prices was in the
circumstances justified. In the case of general
groceries, the Grocers' and Merchants' Asso-
ciations were required to give monthly returns

showing the selling prices of these commodi-

ties; but any increases that had taken place
were approved of by the Commission.

During 1915, a general election caused a

change in Government. The Liberal Party was
defeated and a Labour Government came into

power. As the high cost of living was one of

the vital questions of the election, the Liberal

Party being charged with the responsibility of

the high prices, a change was made in the per-
sonnel of the Commission responsible for the

carrying out of the Prices Regulation Act.
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The avowed object of the change was to obtain

a more rigid control over prices with a view to

their reduction. The change in personnel took

place in August, 1915, but it is significant that

no departure (with the exception of very few

commodities) was made from the previous

policy of not fixing prices. Thus on 19th April,

1916, the Commission issued a report dealing
with the method of administering the Prices

Regulation Act. The following is an extract

from this report:

"Information concerning fluctuations in the prices
of various foodstuffs has been received, from time
to time, from the Wholesale Grocers '

Association

and from other sources, and your Commission has
continued to take the necessary steps to assure

itself that such increases or decreases have been
warranted or sufficient.

"The prices of several imported lines have re-

cently been advanced, and one of the questions
under review was whether increases in the world's
markets or the countries of production should be

immediately reflected in local trade. The Com-
mission is satisfied that in some cases, for instance,
when an imported line is sold locally only on con-

signment, the price being fixed by the manufacturer
on the basis of the world's market values, it would
not be warranted in fixing lower prices, and that
also merchants are sometimes obliged to indicate

higher prices in order to avoid an immediate deple-
tion of stocks. The Commission is still of the

opinion, however, that traders should be called

upon to justify each increase as it occurs in order
that the consumer may be protected against un-
reasonable increases, and at the some time that
undue hardship to the distributor may be pre-
vented.

"Your Commission has striven, as far as possible,
to act in co-operation with business concerns. The
intricate problem of costs of production is one
which may be solved in two ways, either by a pro-
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longed and inquisitorial examination of witnesses,
their private books and accounts, or else by con-

vincing business men that the Commission is

desirous to be fair, and so inducing them to dis-

close voluntarily data on which the Commission is

able to act. In pursuance of the latter policy, the

Commission has had some private sittings in which

prominent business men have volunteered informa-

tion, or accepted responsibilities, which have greatly
facilitated the work of the Commission.

One result of adopting this method of procedure
is that the results of the work of the Commission
are not on the surface. Although the Commission
has only occasionally fixed prices, investigations
have been made into the prices of very many lines,

and we have good grounds for believing that the

incessant (if unadvertised) pressure of the Com-
mission has contributed to a degree not generally

appreciated towards the maintenance of reasonable

prices for the necessaries of life."

Notwithstanding this general policy, the Com-
mission, apparently where it considered that the

increase in price was due to monopoly control

resulting from agreements between holders of

supplies, did fix selling prices. For example,
the price of oatmeal was fixed in June, 1916.

Early in this month the millers advanced the

price of this commodity by 2 per ton. After

considering evidence, the Commission decided
that this increase in price was not justified,
declared oatmeal to be a necessary of life within
the meaning of the Prices Regulation Act 1914,
and fixed the maximum prices at which it should

be sold on and after the 29th day of June, 1916,
as follows:

1. Wholesale:

(a) Within a radius of 10 miles of the
General Post Office, Adelaide
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In bulk. In 71b. bags.

Open stock . . . . IS/- per cwt. 20/- per cwt.

1 sack lots .... 17/6 19/6
5 sack lots . . . . 17/ 19/

(b) Elsewhere within the State the above

prices increased by the actual cost of trans-

portation.

2. Retail:

(a) Within a radius of ten miles of the

General Post Office, Adelaide, the price of

1/5 per 7 Ib. bag.

(b) Elsewhere within the State the price is

fixed at a sum equal to 1/5 per 7 Ib. bag
increased by the actual cost of transporta-
tion.

Apart from its investigations into the prices
of commodities in the capital of the State of

South Australia, the Commission visited Port

Pirie, a provincial centre, and took evidence
from retail shopkeepers and consumers. In
addition to ordinary groceries, the prices of

firewood, fish", and meat were investigated, and

inquiry was made into reported increases in

rent. After consideration of the evidence sub-

mitted, the Commissioners decided to fix prices
for certain commodities, and declared that
within the Town and suburbs of Port Pirie
from the 29th June, 1916, the following retail

prices should rule :

Oatmeal, per 71b. bag 1 6

Flour (ordinary), per 251b. bag 3 6

Tea "Terai," "Amgoorie,"
"
Viceroy,

"

per lib. packet 1 7

Sugar (1A quality), per dozen Ibs 3 7

Rice, per Ib 3y2
Sago, per Ib 4
Plum Jam, per Ib. tin 9

Raisins, per Ib 9

Currants, per Ib 8
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Candles (best quality), per Ib 9%
Soap (Burford's No. 1), per bar 1

Kerosene, per tin of 4 l-6th gallons .... 7

per gallon 1 11

Self-raising flour, per 21b. packet 6%
Matches, safety (best quality), per dozen

boxes 61/2

Biscuits
"
Marie/' per Ib i 8

"Coffee," per Ib 8

"Bush," per Ib 06
Cream of Tartar, per Ib 2 9

THE STATE OF WESTERN AUSTRALIA.

The Commission appointed under the Con-
trol of Trade in War Time Act 1914 did not

make as .extensive investigations as were made
in the other Australian States by similar bodies,
and comparatively little was done in the way
of fixing prices of commodities. Like the rest

of the Commonwealth, Western Australia suf-

fered from a severe drought, and instead of

exporting wheat, a small quantity had to be im-

ported. At the time of greatest shortage the

Government, acting on the advice of the Com-
mission, fixed the maximum selling price of

flour at 18/10/- per ton of 2000 Ibs. f.o.r. at

railway siding. It was further provided that

"in no instance shall the retail price charged
by retailers exceed an amount representing an
addition to cover a gross profit of 15 per cent,

on landed cost of flour at the place where re-

tailed." A similar provision was also made
in the case of bran, the maximum selling price
of which was fixed at 10 per ton.

The price of milk, both wholesale and retail,

was also fixed by the Commission, which de-

creed that the wholesale maximum selling price
should be 1/2 per gallon at any railway station
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within the metropolitan area. The retail sell-

ing price of milk was fixed at 6d. per quart.
In connection with chaff, the supply of which

was very limited owing to the extreme drought
that prevailed in Western Australia, the Gov-
ernment issued the following proclamation,
dated 20th August, 1915:

"His Excellency the Governor, acting with the
advice and consent of the Executive Council ....
doth hereby fix the maximum price to be charged
for good, sound quality wheaten or oaten chaff at

11 per ton of 2,240 Ibs., free on rails at Perth, the
maximum price as to other forwarding stations and
sidings to be 11 per ton, less the cost of the railway
freight between the station or siding and Perth;
and the maximum retail price ex store to be charged
for quantities of less than one ton of such chaff not
to exceed an advance at the rate of 1 (one pound)
per ton beyond the above-mentioned prices. When
any such chaff is delivered by the seller to a custo-

mer who has hitherto not been debited with any
special charges for delivery, no such charge is to

be added to the above prices. In cases where such

special charges have hitherto been made for deli-

very, such charges shall not be increased."

On 30th June, 1915, acting as the instrument
of the Federal authorities, the Western Aus-
tralian Government, on the advice of the Com-
mission, fixed the wholesale selling price of 1A
sugar at 26 per ton, and the maximum retail

price at 3d. per Ib. at Perth and Fremantle.
At other places prices allowing for the addi-
tional transportation charges were fixed.

Apart from these commodities, no attempts
were made to fix prices in Western Australia,
and at the end of a year the Act was allowed
to expire. Although the Act was passed as a
'War Measure," it is significant that war con-
ditions did not affect, unless to a very remote
degree, the commodities which were dealt with.



CHAPTER III.

Results of Fixing Prices by the Australian

State Governments.

IST AUGUST, 1914, TO 31sT MAKCH, 1916.

Comparative Costs of Living in Different States. Fixed Prices

Compared with Unregulated Prices. Savings to Consumers

resulting from Fixing Prices.

It is now necessary to consider to what extent

fixing prices of commodities as recorded in the

previous chapter affected the cost of living in

the several Australian States during the period
from 1st August, 1914, to 31st March, 1916,
the date when the Federal Government insti-

tuted uniform price-fixing legislation over the
whole Commonwealth. No effort and no ex-

pense had been spared by the various State

Labour Governments in their efforts to prevent
prices of commodities from rising, and the ad-

ministration of the several Acts had, generally

speaking, been conscientiously carried out,

although no guiding principles or formulae

appear to have been adopted in fixing the prices.
Some of the Australian States vigorously

administered their price-fixing legislation, while
in others few, if any, attempts were made to

fix maximum prices. In these circumstances, a

dispassionate consideration of the facts, and a

careful comparison of the actual costs of living,
and the prices of foodstuffs in States where

(62)
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prices were fixed, with costs and prices in States

where trade, was not interfered with, will be of

great value in coming to conclusions. The

homogenity of the Australian people, the simi-

larity of their habits and living conditions in

the several State capitals in regard to which
food prices and living costs are available, and
the centralization of all business in these towns,
enable true comparisons of the effects of regu-

lating prices to be made. Although there are

no Customs tariff barriers between the Aus-
tralian States, the cost of transport between
the capitals and trading restrictions instituted

by several of the governments prevented inter-

State competition to a very large exent. Prob-

ably nowhere else are there data which give
actual and reliable figures of comparative liv-

ing costs with prices fixed and not fixed; and
the record should form a valuable contribution
to the information on which to base some con-

clusions as to the extent to which price-fixing

legislation is efficacious in attaining the objects
for which it was enacted.

For the purpose of comparing prices, it will

be well to take Sydney as the capital of a State
in which the control of prices was most effec-

tively carried out, and Melbourne as a city in
which the control was very meagre, and even
then only for a period of twelve months. Prices
in Brisbane, on the other hand, were rigorously
fixed

;
but in Hobart no tribunal was appointed,

and no action was taken to fix prices of com-
modities. In Adelaide very few prices were
fixed, and in Perth the legislation was virtually
a dead letter.

The following table, taken from the "Labour
Bulletin,

" issued in October, 1916, by the Com-
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monwealth Bureau of Census and Statistics,

gives the purchasing power of money in these,
the principal cities in Australia. The figures
indicate the amount required to purchase what
would have cost on the average f1 in the year
1911 (regarding the several cities as a whole),
and they relate to 46 items of food, and include

practically all groceries, together with the prin-

cipal meats and dairy produce :

TABLE A.
Purchasing Power of Money.
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in the cost of 46 of the principal items of food

during the operation of the State price-fixing

legislation, is indicated in the following table :

TABLE B.

Increase in the Cost of Living

Prior to
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made to artificially prevent prices from rising,
the increase in retail prices between the first

quarters of 1914 and 1916 was actually greater
than in Melbourne, Perth, and Hobart, where
no price-fixing legislation was in force. These

figures indicate that, as long as stocks of a com-

modity last, it is possible to keep its selling

price low by fixing it
;
but this low price induces

a higher consumption and a smaller production,
and this in turn has a tendency to cause a

greater ultimate increase in price. Referring
again to Table A, a most interesting comparison
can be drawn between the sets of figures show-

ing the purchasing power of f1 in Sydney and
Melbourne respectively. These two cities are

very much the same as regards population, and
are similarly circumstanced in most other re-

spects also. .Over a series of years (from 1900

onward) the purchasing power of a sovereign
has been approximately one shilling less in

Sydney than in Melbourne. Analysing the

figures in Table A, it will be seen that except
for the 2nd and 3rd quarters of the year 1915,

this difference in the cost of living (about 5

per cent.) in Sydney and Melbourne was main-

tained, although in the former city prices were

rigorously regulated during the whole period,
while in the latter comparatively few prices
were fixed, and during the last quarter of 1915

and in the first two quarters of 1916 they were

absolutely unregulated. (The fact that living
was 10 per cent, higher in Melbourne than in

Sydney during the second and third quarters
of the year 1915 is fully accounted for by the

much lower prices of bread, flour and dairy

produce in the latter city during this period.)
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Comparisons can also be instituted in the

prices of individual commodities ruling in Aus-

tralian capital cities in which prices were, or

were not, fixed. In doing so it is again desir-

able that Sydney prices should be compared
with those in Melbourne (see Table C), and
Brisbane prices with those of Hobart (see Table

D). For purposes of comparison, the follow-

ing months are taken, viz.: July, 1914, when
no price-fixing legislation was in operation or

even in contemplation in any of the cities
; July,

1915, i.e., twelve months after the price-fixing
laws had byeen enacted in New South Wales,
Victoria, South Australia and Queensland; and
March, 1916, when they had ceased to be opera-
tive in Victoria and West Australia, and before
the Commonwealth Government had made any
price-fixing regulations. As the prices in the

large capital cities of Australia virtually govern
the prices ruling throughout their respective
States, comparisons in regard to the cities will

hold good for the States as a whole.

(The figures included in Tables C and D are

taken from the Bulletins issued by the Com-
monwealth Bureau of Census and Statistics, and

represent the average predominant retail prices

charged in some ten representative shops in

each of the four cities for the months men-
tioned.)

Analysing the figures in Table C for the

month of July, 1915, it will be seen that, except
for wheat products, meat, and dairy produce
(commodities which were very short in Mel-
bourne on account of the very much severer

drought conditions in the State of Victoria),

prices were as low or lower in this city as in



TABLE C.
Retail Prices of Food, etc.

Article



TABLE D.
Retail Prices of Food, etc.

Article
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Sydney, notwithstanding that trade was regu-
lated in New South Wales.
The food prices given in Table D will enable

a comparison to be made between the costs of
individual items of food in Brisbane, where

prices were regulated both by fixing rates and
State trading, and Hobart, where no attempt
was made to interfere with trade in any way.
This table shows that, with the exception of

the various kinds of meats, retail prices of food-

stuffs were generally higher in Brisbane than
in Hobart in the years 1915 and 1916, notwith-

standing that prices_for July, 1914 (before any
price-fixing legislation was enacted), were in

many cases lower in Brisbane than in the capital
of Tasmania. In considering this change in the

relative position of the prices of commodities
in the two cities, there are several factors which
contributed to increased rates in Brisbane. The
adult weekly wage of male workers in Queens-
land increased from 52/10 on 30th June, 1914,
to 55/1 on 31st March, 1916, whereas between
the same dates wages only increased from 52/7
to 53/9 in Tasmania. To what extent prices
in Queensland were affected by regulation can-

not be determined, but it is significant that

prices increased in a greater ratio in Brisbane
than they did in Hobart, where trade was unre-

stricted.

In comparing the prices in Tables C and D,
it should be remembered, in regard to general

groceries, that every price-fixing tribunal took

the rates ruling in their respective States on

31st July, 1914, as a basis for fixing prices. In

many cases there is no doubt that these rates

were reasonable, and were the result of com-

petitive conditions, but in the case of some
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commodities prices had been artificially fixed by
a combine or an association of those interested

in the particular trade. Such commodities as

flour, oatmeal, sugar, raisins, currants, and
kerosene were virtually monopolised in each

State, and the prices taken as a basis by the

price-fixing authorities could not be considered

competitive rates.

In view of the official figures as shown in
Tables A, B, C and D, it is difficult to come to

any other conclusion than that price-fixing had
little effect on the cost of living, though in some
instances fixing low rates resulted in cheaper
commodities as long as supplies lasted. This
contention is well illustrated by comparing the

prices of bread and butter ruling in the cities of

Sydney and Adelaide during the course of the

year 1915. There were shortages of these com-
modities in both the States of New South Wales
and South Australia on account of the drought
conditions. In the former State prices for bread
and butter were fixed, but in the latter trade in

these products was free. The following figures
in Tables E and F, taken from Bulletins issued

by the Commonwealth Bureau of Census Statis-

tics, will give the retail prices of these two
commodities in the capitals of the two States:

TABLE E.
Retail Price of Bread during the year 1915.

Pence per 21b. Loaf.

Pitv
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TABLE F.

Retail Price of Butter during the year 1915.

Pence per lib.

Citv
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the cost of living, as long as supplies are avail-

able and equal requirements; but the figures
show that as soon as there is a real shortage
difficulties arise, and prices must be increased

if fresh supplies are to be obtained from out-

side sources. The range in prices in Adelaide,
where no rates were fixed for either of these

commodities, approximately corresponds to

what the prices would have been in Sydney if

trade had been allowed to take its natural

course without regulated prices and with no
restriction of export or import. The difference

in the prices in Sydney and Adelaide, as shown
in Tables E, and F, gives the saving to con-

sumers as a result of regulating trade in wheat

products and butter in New South Wales. The
Hon. D. R. Hall, Attorney-General of the State
of New South Wales, who administered the

price-fixing legislation of that State, estimated
the following savings were made to consumers
as a result of the State regulating the trade in
these commodities:

On account of reduced prices of wheat . . 600,000
bread .. 138,000
butter . 152,000

Of necessity, these savings were made largely
at the expense of producers of these commodi-
ties, and as the policy of fixing prices was almost

invariably directed in Australia against increase

in the prices of primary products, the principal
critics of the policy were representatives of the

producing interests. For example, the Hon. C.

G. Wade, leader of the New South Wales
Liberal Party, on 13th July, 1916, said :

"The experience of New South Wales has not

only been that the producer has been hit on every
occasion, but it has also resulted in the consumer

being penalised/'
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A very similar opinion is expressed in the

"Melbourne Argus" of 30th July, 1916, by Hon.
P. Hagelthorn, Minister for Agriculture in the

State of Victoria, when he said:

"I can only say that the experience of all Govern-
ments who have tried price-fixing has been disas-

trous. The very recent experience of the Australian
States has not resulted in the benefits that the spon-
sors of price-fixing hoped would be obtained, and

certainly injury in many directions has followed.

After a short experience the (Victorian) Ministry
arrived at the conclusion that price-fixing was un-

necessary."



CHAPTER IV.

Price-Fixing by the Australian Federal

Government.

(SUBSEQUENT TO IST APRIL, 1916.)

Regulating Shipping Freights. Fixing Prices of Bread, and

Wheat Products. Regulating Prices oj Groceries, Milk,

Butter, Cornsacks, Boots, and Tin-plates.

The price-fixing machinery established by the

Federal Government of Australia has been de-

tailed in Chapter I. At the time of its initiation,

the tribunals established by the several State

Governments were administering price-fixing

legislation in New South Wales, Queensland
and South Australia. No steps were being
taken to regulate the prices of commodities in

other States. During the year 1915 the retail

price of sugar had been fixed by the Common-
wealth Government, but this merely formed

part of its scheme for controlling the sugar
industry, by establishing what was virtually a
State monopoly managed by the Colonial Sugar
Refining Company acting as refiner and agent
for the Government.
In order that the new price-fixing regulations

of the Federal Government should not conflict

with those in force in the several States in

which price-fixing tribunals were still operat-
es)
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ing a proclamation reading as follows, was
issued in July, 1916 :

1

'All orders, determinations and notification made
under any State act which have the effect of fixing
the maximum prices which may be charged for any
goods, and which are in force at the date of the

making of the Federal regulations, shall, as far as

they are not inconsistent with any prices fixed under
the Federal regulations, continue in force in the

particular area to which they apply, as if they were
orders made under the Federal regulations. It is

further provided that prices fixed shall apply to

sales under contract."

At first only the prices of bread and wheat
products were fixed in parts of Australia, but

encouraged by the result of its action, and to

satisfy the demand on the part of the public for

cheaper food, the Commonwealth Government,
in July, 1916, decided to fix prices of other com-

modities, and the following comprehensive list

was made subject to the Federal price-fixing

regulations:

Arrowroot, baking powder, barley, biscuits, bran,

bread, cocoa, coffee, cornflour, curry powder, flour,

foods for infants and invalids, golden syrup, molas-

ses, treacle; groats, fish (tinned herrings, salmon,
sardines), jams, maizena, meal (oatmeal and flaked

oats, maize meal, wheat meals), mustard, olive oil,

peas (dried), pepper (white), do. (black), pollard,
rice (grain, flaked or ground), sago, salt (table), do.

(culinary), sauce (tomato), do. (Worcester), semo-

lina, soda (baking), tapioca, tea, vinegar.

Butter, cheese, cocoa and milk, coffee and milk,
cream of tartar, tinned and preserved fish, self-rais-

ing flour, canned and preserved fruit, dried currants

and raisins, meat (beef, mutton, bacon, ham, pork),
milk (concentrated, condensed and powdered),
flaked oatmeal, plain oatmeal, rolled oats, sharps.

Ammonia, benzine, blacking and boot polish, black

lead, blue, boracic acid and borax, candles, castor

oil, disinfectants and germicides, Epsom salts, in-
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secticides, knife polish, magnesia, matches, soaps

(household), soda (caustic), do. (washing crystals),

starch.

In addition to bringing all these articles with-

in the scope of its regulations, the Federal

Government at the same time provided for the

control of shipping freights by proclaiming
that:

"From and after the date of the making of these

regulations no higher rate than the rate prevailing
on the 18th May, 1916, shall, unless the written con-

sent of the Minister has first been obtained, be charged
for freight on the carriage of goods from any port
in Australia to any other port in Australia.

' '

The following is a record of interesting cases
of fixing maximum prices for some representa-
tive commodities by the Federal authorities:

Bread. In March, 1916, the Government de-

cided to take action with a view of controlling
the price of bread, and in certain prescribed
areas maximum selling rates for this commodity
were proclaimed. In fixing the price of bread
the Federal administration used such of the
State machinery as was still in operation; but
as several of the States were not administering

price-fixing legislation, a general order was
issued which required all bakers and flour

millers throughout Australia to forward, by a
certain date, returns showing their output,

prices of bread and flour, details of their

working costs, and allowances for deprecia-
tion on plant and buildings, as well as the

amount paid in wages, and the provision for

bad debts. At first the price of bread was fixed

only in the capital cities of Australia, but the
"
proclaimed areas" jn which the fixed price was

to operate were gradually extended until the
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greater part of the Commonwealth was in-

cluded.

The first proclamation was issued in regard
to bread on 10th April, 1916, and read as fol-

lows :

"The maximum prices which may be charged for
bread in the proclaimed area to which this Order
applies shall, until further Order, be as follow:

(a) When purchased at shops or bakehouses and
paid for at the time of purchase

(i) per 1 Ib. loaf, 2d.
;

(ii) per 2 Ib. loaf, 3y2d. ;

(iii) per 4 Ib. loaf, 6d.
;

Provided that when 4 Ibs. or over of bread
are purchased at the same time the selling

price shall be based on that of a 4 Ib. loaf.

(b) When delivered and paid for on delivery

(i) per 1 Ib. loaf, 2y2d. ;

(ii) per 2 Ib. loaf, 4d.;

(iii) per41b. loaf, 7d.;

Provided that when 4 Ibs. or over of bread
are purchased at the same time the selling

price shall be based on that of a 4 Ib. loaf.

(c) One halfpenny additional to the selling prices
set forth in paragraphs (a) and (b) may
be charged in respect of each loaf when
the sale is booked for one or more days."

Although these prices were perhaps too low
in several localities, there can be no doubt that

the action of the Commonwealth Government

justified itself, and was thoroughly effective in

reducing the cost of living in many centres of

population as far as bread was concerned.

There is little doubt that in many towns in

Australia competition among bakers had virtu-

ally ceased, and as prices for bread had been

very high on account of the abnormal cost of

wheat, it was no difficult matter to keep the
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rates up. In these circumstances it can be
easily understood that there was considerable

room for reduced prices, and the intervention

of Federal authority with the aim of diminish-

ing generally the cost of living was certainly
marked by very conspicuous success as far as

bread was concerned. The Accountant of the
Commonwealth Prices Board, in a statement

published on 24th August, 1916, estimated the
benefits accruing to the consumer as a result of

fixing the prices of bread and mill products
since March, 1916, as follows:

SAVING
STATE (due to reduced prices

of Bread).

New South Wales 107,000
Victoria . . 184,700
Queensland . . 73,000
South Australia 21,495
Western Australia . . 22,486
Tasmania 23,885

Total 432,566

The basis on which these figures were deter-
mined was the shop price for bread, before and
after the Federal Government took action, and
the consumption of bread per head of popula-
tion over the areas on which prices had been

proclaimed. As to whether the bread prices
as fixed by the Federal Government were rea-
sonable or not it is impossible to say. All
bakers contended that it was too low, and the

following remarks made by Mr. T. M. Burke,
Chairman of the Civil Service Co-operative
Society of Victoria Limited, on 21st December,
1916, confirm this view. He said:

"The society had lost money. The price fixed
for bread during nearly all the period under reivew
was absolutely and demonstrably unpayable. It
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seemed hard that a small section of the community
should have to bear the burden of supplying the

rest of the community with bread at a price that

did not pay working expenses. A skilled account-

ant had discovered only one baker who was making
his business pay, and even that case was disputed.
In submitting his report, the receiver and manager
(Mr. E. J. Brady) said that a retail price of 7%d.
a loaf for booking and delivering bread would
give a fair margin of profit."

In one of the more remote towns in Western
Australia the price fixed for bread was appar-
ently too low, and would have entailed baking
at a loss. The local bakers immediately sus-

pended operations, and were about to leave the

town when representations from the inhabi-

tants induced the Government to increase the

regulation price. For consumers to ask that

a price they have to pay should be increased

is certainly unique.

Flour, Bran, and Pollard. The prices of

flour, bran and pollard were fixed on the 10th

August, 1916, as follows:

Flour: Millers' price to retailers for cash de-

livered on rail or carts at mill door in the area

comprised within a radius of 10 miles from the

General Post Office, Melbourne, Geelong, etc.: In
100 Ib. bags, 11 per ton

;
in 50 Ib. bags, 11/2/6 per

ton ; in 25 Ib. bags, 11/7/6 per ton.

Retail shop prices in the area comprised within a
radius of 10 miles from the General Post Office,

Melbourne, Geelong, etc., 100 Ib. bag, 12/6; 50 Ib.

bag, 6/3; 25 Ib. bag, 3/3; per Ib., 2d.

Bran and Pollard: Price: Bran 1/2 per bushel
and pollard 1/4 per bushel in the following area

comprised within a radius of 10 miles from the

Spencer-street, Post Office, Melbourne, etc., etc.

The sum of 2/6 per ton could be added to the

maximum millers' price of flour for booking for one
or more days ;

and the retail prices could be in-

creased 6d. per 100 Ib. bag, 4d. per 50 Ib. bag, and
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2d. per 25 Ib. bag if booked for seven or more days.
In the case of bran and pollard %d. per bushel could

be added for booking.

In other localities slightly different prices
were fixed, an endeavour being made to allow

for the cost of transportation from the various

milling centres, and within a few months whole-
sale or retail selling rates were fixed for bread

flour, bran and pollard in most centres of popu-
lation throughout Australia.

In the case of the wholesale prices of bran
and pollard, a calculation made by the Accoun-
tant of the Prices Adjustment Board showed
the following savings:

SAVING
STATE (due to reduced prices of

Bran and Pollard).

New South Wales 72,000
Victoria 60,000

Queensland 30,000
South Australia 12,000
Western Australia 15,000
Tasmania 9,000

198,000

Summarising, the Accountant of the Board
considered it wquld not be an over esti-

mate to place the savings to the people, as a
result of price-fixing for mill products and bread

by the Federal authorities, at the rate of up-
wards of 750,000 per year. No estimates have
been published giving the saving effected

through the operation of reduced flour prices,
as a large part of the amount would have been
included in the figures relating to bread.
On the face of these figures, this particular

instance of price-fixing appears to have been

eminently successful, but every allowance and
it should be a considerable one must be made
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for the fact that prices of wheat products were

generally on the down grade as a result of a
reduction in the local price of wheat. To what
extent bread, bran and pollard prices would
have been reduced if no action had been taken
it is impossible to say, but owing to the lack of

competition in so many localities there is no
doubt that but for the Federal Government fix-

ing a reduced rate the high prices would have

"hung."
Groceries. One drastic action of the Com-

monwealth Prices Board was in connection with
the Victorian grocery trade. As a result of

certain increases in the rates of wages to gro-
cers' assistants, a meeting of the "Grocers'
Association of Victoria" decided that, as the

prices of flour, sugar and butter were already
fixed, the additional wage cost should be met
by increasing the price of certain lines of gro-
ceries so far unregulated. To prevent this

"Prices Order No. 1" was gazetted on 29th July,
and it was there provided that prices of prac-
tically all groceries as on 1st July, 1916, shall

be the maximum prices which may be charged
in proclaimed areas in Victoria.

Milk. On the 2nd October, 1916, after in-

quiry, an order was issued proclaiming maxi-
mum prices that may be charged for fresh

whole milk in an area within ten miles of the

Melbourne General Post Office. The order pro-
vided as follows:

Ordinary Household: Delivered, 5d. per quart;

2%d. per pint, 1%<L per half pint (half pints in

weekly bills to be computed on the basis of 5d.

per quart). For cash at shop or dairy, 4d. per

quart, 2d. per pint, Id. per half pint.

Ordinary household in bottles or cans provided

by retailer: Delivered, 6d. per quart, 3d. per pint;
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for cash at shop or dairy, 5d. per quart, 2%d. per
pint.

Specially prepared for infants and invalids: Tn
sealed bottles or cans provided by retailer: De-

livered, 8d. per quart, 4d. per pint; for cash at

shop or dairy, 7d. per quart, S^d. per pint.

Butter. On 26th October, 1916, maximum
selling prices for butter were fixed throughout
the whole of Australia. The order doing this

provided the following maximum rates:

WHOLESALE.

Metropolitan Areas. 149/4 per cwt., subject to

any extra charges for prints, tins, boxes, delivery,
or distribution which prevailed on August 1, 1914,
in each area of the Commonwealth respectively.
Elsewhere throughout the Commonwealth. 149/4

per cwt., plus cost of necessary transportation..

RETAIL.

Bulk butter, cash over counter 1/6 per Ib.

Butter in prints, in containers legibly and cor-

rectly branded as to quality, cash over counter

1/61/2 per Ib.

When booked, %d. per Ib., and when delivered
a further %d. per Ib. in addition to above rates.

These rates are considerably lower than the

prices obtainable if the butter were exported.
As there was a very considerable exportable
surplus in several of the States, the difficulty
as to who should supply the local market was got
over by the butter factories throughout the re-

spective States agreeing between themselves as
to what proportion of their output each should

supply to the local market and what should be

exported.
Cornsacks. One of the best illustrations of

the difficulties arising from fixing a price of a

commodity, when it is possible to obtain sup-
plies, is seen in the action of the Federal Gov-
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eminent in fixing the maximum price for corn-
sacks. In anticipation of a possible corner in
the supply of cornsacks, their maximum selling

price had been fixed at 9s. 6d. per dozen in the
various capital cities of Australia, and an addi-

tion, equal to the freight from these centres,
was allowed for country districts. At the time,
the market price of cornsacks was actually
below the fixed price, sales having been effected

at from 8s. 6d. to 9s. 3d. per dozen. Good rains

gave an unexpected increase in the wheat yield
in the State of Victoria. There was an imme-
diate rush on the part of farmers to get increased

supplies; and these were not, or could not be,

provided by Victorian cornsack merchants, who
would not purchase additional supplies in Syd-
ney (where there was a surplus), as the fixed

price there was the same as that at which they
would have had to sell them in Victoria, and the

freight from Sydney would have amounted to

at least 4d. per dozen. There was soon an out-

cry from farmers who could not obtain their

necessary requirements, and it was said that
severe losses of wheat were being made in con-

sequence. At this stage, the Victorian State

Government, being approached by farmers for

assistance, bought considerable supplies of corn-
sacks in Sydney, and commenced to sell them in

Victoria at a price considerably over the fixed

rate. The Federal price-fixing authorities then
stated they would allow the cost of freight and

handling charges to be added to the proclaimed
price on all supplies brought from Sydney and
sold in Melbourne, the distributing centre for

the State of Victoria. While this relieved the

situation as far as getting sufficient supplies
was concerned, the anomaly of having two fixed
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prices for the same commodity, at the one time
and place, was created, as the original stocks

in Victoria could not be sold at a higher rate

than 9s. 6d. per dozen. There is little doubt,

however, that if there had been no fixation of

the price of cornsacks, the merchants in Mel-

bourne, who had stocks, would have raised their

selling prices to considerably above 9s. 6d. per
dozen as soon as the shortage of supply became

apparent. Notwithstanding the difficulties that

arose in getting supplies to make up the short-

age, price-fixing in this instance must be con-

sidered to have been very successful. The
farmers were able to obtain the bulk of their

requirements at 9s. 6d. per dozen, and merchants
were prevented from exploiting them and mak-

ing excessive profit.
Boots. In December, 1916, boots were pro-

claimed a "
necessary commodity

" under the
"War Precautions Act," so that their price
could be investigated and, if thought desirable,
fixed. This action was taken as a result of an
announcement of a very considerable increase
in the price of boots made by a number of "asso-
ciated" boot manufacturers. An inquiry into

the price of boots was held in January, 1917,
and it was decided to 'eliminate from considera-
tion all fancy and imported boots and shoes.

For purposes of fixing prices it was proposed
to reduce the various classes of boots to eight
standard lines, and a detailed inquiry into their

selling price and cost of manufacture was made
by the Victorian Price-Fixing Commissioner. It

was found that the increase in the price of boots

resulted from increases in the price of leather,
and as there was competition in boot manufac-

turing it was thought that, by fixing the price of
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leather, the prices of boots would regulate them-
selves.

Tin Plates. Towards the end of the year
1916, increase of the price of tin plates in Eng-
land and America, and greater difficulties in

obtaining shipping space, led to an immediate
increase in the market price of tin plates in

Australia. There were considerable stocks held

by merchants in different parts of the Common-
wealth which had been bought at a compara-
tively low price, so their sale at the new rates

would have given large profits to those in pos-
session. To prevent this, and to insure that jam
manufacturers and others could get what tin

plate there was in Australia at a price that

would not be giving the merchants more than a
fair profit, the selling rate was fixed at 35s. per
box. Difficulty, however, was immediately occa-

sioned over replenishing stocks, as the fixed

price would have entailed loss to anyone import-
ing new supplies. Merchants placed no orders,
and a shortage was threatened. By providing
that sales could be effected at a higher price
than the fixed maximum (if such price did not

give the vendor more than 10 per cent, profit on
his cost), and by making an arrangement with
the British Government for supplies of tin

plate at a reduced price, the difficulty was over-
come. The following remarks by the Australian
Minister for Defence fully explain the action
of the Government :

"If any holder of tin plate stocks could not sell

at 35/- and make an adequate profit, he had only
to apply to the Director of Munitions, furnishing
particulars of the cost of his plates, plus cartage, stor-

age, insurance, interest, etc., and he would be given
permission to sell at a price which would give him 10

per cent, profit on his outlay. So far very few firms
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had availed themselves of that arrangement, which
would lead one to infer that those who had not so ap-

plied were either not desirous of selling or that they
could afford to sell at 35/-, and make a satisfactory

profit. Evidently those business men who con-

demned the action of the Government as 'a price-

fixing experiment' did not differentiate between

'price-fixing' and 'profit-fixing' under war condi-

tions. It was stated that 'they are quite willing to

sell at a reasonable advance on cost.' The depart-
ment in no way prevented them from doing this,

but fixed the advance on the proved cost at 10 per
cent, net, which was surely a satisfactory return.

The Australian manufacturers who used tin plates
would undoubtedly benefit by the arrangement which
had been made between the Government and the

Welsh Tin Plates Association, whereby it was agreed
that during the period of the war the price f.o.b.

Bristol would not exceed 28/- per basis box. If a

drop in prices took place in normal times the

holders of high-priced stocks would be exactly in

the same position as they were to-day, and if they
had to sell their stocks at the market price they
would regard this as the result of a business risk

and shoulder their losses without grumbling.
' '

SUMMARY.

Extracts taken from a memorandum presen-
ted by the Commonwealth Prices Adjustment
Board to the Federal Ministry when its func-

tions were taken over by the Commissioners
who had been appointed to each State, give some
idea of the difficulties that are presented in

fixing prices over a wide area. The memoran-
dum states:

(1) The experience of the States of New South

Wales, South Australia, Queensland, and Western
Australia, in regard to price-fixing is of very little

value in formulating a scheme of Federal control. In
no State has any guiding principle or formula been

adopted in determining prices. New South Wales
assumed that pre-war prices were fair and reasonable.
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Bequests for increases or decreases in prices were
considered upon evidence of new conditions, arising
since the outbreak of war. The price-fixing attempts
of other States were very meagre, and also without

any foundational principle.

(2) Conditions change so rapidly that machinery
must exist for almost kaleidoscopic alteration of the

prices of a controlled commodity. This can only be

arranged by the one sympathetically directed machine

being available for any portion of the work, and at

any moment.

(3) Evidence of wholesale disregard of prices fixed

by the Commonwealth has come to our notice through-
out every State. In many cases these have been

brought to the notice of the Minister, yet in no case,

except the original test case
a
has a prosecution been

undertaken. It is even more important that fixed

prices should be enforced than that they should be

fixed in the first instance. Prices fixed but not ener-

getically administered not only do not benefit the

public, as intended by the Government, but bring the

whole policy of price-fixing and the Commonwealth
itself into contempt."

There is no doubt that the immediate effect

of the action of the Federal Government in

fixing prices of several commodities was a re-

duction in rates below what they would other-

wise have been. The low price of sugar could
not be considered the result of what has been
termed direct price-fixing, as the control of this

commodity was obtained by virtually nationalis-

ing its manufacture. But in the case of bread,
undoubted reductions in price were made in

many localities where competition, if it did exist,

failed to reduce selling rates to the lowest level.

In considering the effects of price-fixing by the

Commonwealth Government every allowance

should, however, be made for the fact that the

tendency of prices was downward during the

whole of the time the price-fixing proclamations
were in operation.



CHAPTER V.

Regulating Prices of Commodities in

New Zealand.

Arranging Prices by Agreements with Vendors. Controlling
the Supply and Price of Butter.

"Recommended" Prices.

At the commencement of the European War
in August, 1914, the condition of the Dominion
of New Zealand was very similar to that of the

Commonwealth of Australia as far as the supply
of foodstuffs and trade generally were con-

cerned. There was the same nervousness on the

part of all as to the future ;
none knew to what

extent the oversea trade and supplies would be
interfered with, and none felt certain as to the

immediate financial position. In these circum-
stances the Government, under the Trade and
Commerce Act 1914, appointed a Commission of
six members to enquire into, and report on, the
state of prices and supplies in New Zealand of

wheat, flour, bread, oatmeal, beef, mutton and
other articles of food and drink, and also to

report on the advisability of the Governor in
Council exercising his power (which he pos-
sessed by virtue of the afore-mentioned Act) to
fix maximum prices for articles of food and
drink.

The condition of trade in New Zealand at this

time is indicated by the following extract from
a report by this Commission :

"In dealing generally with the subject of our in-

vestigations your Commissioners desire to point out

(89)
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that in the early weeks of the war a feeling of great
uncertainty about the future was prevalent, and one
result of this was an unprecedented demand for pro-
visions, principally for groceries such as flour, sugar,
oatmeal, etc. The immediate result of this increased
demand was the embarrassment of merchants and
manufacturers who supply the retailers with these
articles. The millers and the Colonial Sugar Refin-

ing Company refused to supply abnormal orders, as
their stocks were being rapidly depleted, and the mer-
chants and retailers in turn raised prices in order to

check the run on the stocks they were unable to re-

place. Several months passed before business settled
down to normal dimensions and conditions."

The Commission concerned itself principally
with wheat and sugar, and soon after its ap-
pointment (29th September, 1914) it recom-
mended that 4/9 per bushel should be the selling

price of wheat, but as there was an immediate

shortage of stocks, and to import wheat cost 7/-

per bushel, the recommendation had no effect.

In a further report, dated 28th June, 1915, the

Commission said in regard to wheat and its

products, flour and bread, that: "The margin
at any given time between the price of wheat
and the price of flour and between the price of

flour and the price of bread has not, as far as

the evidence has shown, been disproportion-
ate."

As the members of the Commission considered
"that retailers generally, while receiving high
prices for a number of articles, were seldom

making more profit than in normal times, and
in many instances have to content themselves

with reduced profits," no attempt to fix any price
was made, and from the Commission's first

report it can be gathered that its members were
averse to introducing any new factor into

trade, such as fixed prices would be; "on the
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contrary they were satisfied that merchants and

traders, with few exceptions, throughout the

Dominion had acted fairly and reasonably, and
had not sought to take advantage of the war to

augment their profits at the expense of the

public." As sugar supplies were completely

monopolised by the Colonial Sugar Refining

Company, the Commission came to an arrange-
ment with this corporation to supply the

Dominion's requirements until 30th June, 1916,
at a maximum price of 21 per ton.

After being in existence for a year, the Com-
mission was dissolved, and it was decided by
the New Zealand Government to establish a

permanent
"Board of Trade." This body was

created under "The Cost of Living Act," which
was passed by the Dominion Parliament during
the year 1915. The functions of the Board
were, amongst other things, to investigate and
report to the Government upon any case of

alleged infringement of the New Zealand anti-

trust legislation, and also to inquire into and
report on any complaint as to the prices of any
class of goods. The Board was further required
to report "upon matters affecting the cost of

living, or upon any other question referred to
it by the Governor relating to the supply, de-
mand or price of commodities." The member-
ship of the Board consists of the Minister of
Industries and Commerce, who acts as presi-
dent, and three other members. The presidency
is, however, purely nominal, the whole of the
work being carried out by the three members
who are appointed for a term of three years,
and who devote the whole of their time to the

position.
The work of the Board of Trade has been
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apparently much more energetically carried out
than that of the preceding Commission. A
report dated 1st March, 1916, gives a summary
of its findings, and states that in a number of
cases of alleged unreasonably high prices of

commodities the Board found, after inquiry,
that the rates were, in the circumstances, not
unfair. In some cases, on the other hand, en-

quiry showed that prices were too high, and
reductions were made $s a result of conferring
with the traders concerned. At Auckland, for

example, a conference between the members of
the Board and the leading coal dealers and re-

tailers resulted in the price of coal in bag lots

being reduced by 2/- per ton. This reduction,
it was estimated, would save consumers a total

of 3,000 per annum. At New Plymouth a

similar conference was held and coal prices were
reduced as much as 6/- per ton, with a resulting

saving to consumers of 1,500 per annum. In
the case of bread, the Board of Trade reduced
retail prices at Thames and New Plymouth
after conferences with the local bakers. In the

latter town as much as Id. per 4 Ib. loaf was
taken off the retail selling price, with a resul-

tant annual saving, it was estimated, of 2,500.

The most important work of the Board was
arranging with the Colonial Sugar Refining Co.
to continue to supply sugar to the Dominion at

21 per ton for a period of twelve months. This
allowed sugar to be retailed at 2|d. to 3d. per
Ib., as compared with 3d. to 3|d. per Ib. in Aus-

tralia, and 5Jd. per Ib. in Great Britain. On
these latter prices the Board estimated that

360,000 for the year was saved to the consumers
of sugar of New Zealand.
A most interesting scheme for regulating the
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price of butter was initiated in October, 1916,

by the New Zealand Government on the recom-
mendation of the Board of Trade. Prior to the

spring, the output of butter just filled the local

requirements of the Dominion, and exports had
been restricted with a view to preserving sup-
plies and reducing local prices. But with the

opening of the new season there was a large sur-

plus of butter, it being estimated that 20,000
tons, or two-thirds of the total production,
would be available for export. The effects of

restricting exportation of butter, according to

a report issued on 12th October, 1916, by the
Board of Trade, were :

(a) Vexatious to traders, and had not kept the

price down in the local market.

(b) That the disparity on 1st October between
f.o.b. export, and local values was from l^d. to

2d. per Ib.

(c) That it is inequitable to expect factories

supplying the local market to bear the whole of

this difference, as it would represent a loss to these

factories on the season's output equivalent to

186,000 on a disparity of 2d. per Ib.

(d) That unless Government action of some sort

is taken an increase in the New Zealand retail price
to 1/10 or 1/11 is unavoidable.

With an output of butter three times as large
as is ordinarily consumed in the country, any
restriction on exportation was inconceivable;
yet if nothing were done the local price would

immediately rise to the export level. It was
considered by the Board of Trade, that, as the

high prices of butter and cheese were available
to producers only because of the exceedingly
favourable freight and shipping space arrange-
ments secured by representations of the Govern-
ment to the Imperial Board of Trade, the
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producers owed some consideration to the New
Zealand consumers. It was only the relatively
low freights which enabled shipment to London
at all, and it was considered that the people of
New Zealand should not be penalized by having
to pay high prices for butter because of the

Government having arranged a favourable

freight agreement. The Board therefore re-

commended that the retail price of butter should
not be allowed to rise indefinitely, but should
be in the vicinity of 1/7 per Ib. throughout New
Zealand. In fixing this rate, the Board took
into consideration that 2d. per Ib. increase over
last season's prices should be allowed for higher
dairy working costs, and that if a higher price
than 1/7 per Ib. were fixed, milk essential to a

proper supply of that commodity would be
diverted to butter manufacturing. In fixing
the retail selling price at 1/7 per Ib. an allow-

ance of 3d. was made for distribution, the whole-
sale price being fixed at 149/4 per cwt.

The difficulty arising from the existence of a

surplus of butter, which could be exported at

a higher price than that fixed for local consump-
tion, was got over by the creation of a compen-
sation fund, to which all who made butter

contributed, and out of which those who sold to

the local market were compensated, to make up
their loss in so doing. Only those who had
obtained a licence and had contributed to the
fund were allowed to export. In explanation
of the scheme the Hon. W. D. S. Macdonald,
Minister of Agriculture, on 13th October, 1916,
said :

"The principle underlying the scheme is that those

factories supplying the local market at the price fixed

would be compensated for the difference between the
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fixed local price and the export price from a fund to

be raised by the issue of export licenses to both butter

and cheese factories. Only those butter and cheese

factories that take out export licenses will be allowed

to export. The fee for the export license will be

fixed from time to time by the Board of Trade on the

basis of the quantity of butter-fat entering the fac-

tory. The contribution fixed by Order-in-Council is

fd. per Ib. of butter-fat, and the price at the factory
for the butter is 149/4 per cwt., or 1/4 per Ib."

Needless to say, the proposal to fix the local

price of butter at a level below that which
could be obtained by exporting it evoked

strenuous opposition from the whole of the pro-

ducing interests in New Zealand. But whether
a section of a community should be penalized
in such circumstances is a question of ethics

somewhat outside the scope of this work.

In the case of a number of commodities,

although the Board considered the local prices
were too high, it did not recommend to the

Government that lower rates be fixed by
law. Its members seemed to desire avoiding
this, and rather relied on conferences with those

in the particular trade to reduce the price to a
reasonable level. In a report issued on 16th

June, 1916, the Board, in regard to fixing prices,

says :

"We have considered the question whether the
fixation of maximum prices by legal enactment for

wheat, flour and bread, or by the method of 'recom-
mended prices,' would be best suited to the con-
ditions prevalent in New Zealand. There are dif-

ficulties to be encountered under either system, but
on the whole we prefer the latter method, and
suggest that the following table should be the re-

commended prices, subject to alterations by the
Board of Trade as may be required by changing
conditions from time to time:
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WHEAT FLOUR BREAD
per bushel per ton per 4 lb. loaf

(delivered at Mill). (f.o.b) (Cash over Counter).

At 3/9 9 10 . . 6d.

3/9 to 4/- 10 . . 6d.

4/- to 4/3 10 10 . . 6d.

4/3 to 4/6 11 5 . . 6i/2d.

4/6 to 4/9 11 15 . . 6y2d.
4/9 to 5/- 12 5 . . 6i/2d.

5/- to 5/3 13 . . 7d.

The members of the Board were, however,
unanimous in a decision that trade, especially
in time of crisis, needs regulating, and in the

above-mentioned report they write:

"The impression left upon our minds by the evi-

dence and information before us is that the distri-

bution of the food-supply of the Dominion cannot

safely be left in a time of crisis to the working of

an unregulated system of supply and demand; and
we consider that the situation as regards prices of

flour and by-products of wheat should be closely
and continuously watched with the aid of returns

that should be periodically furnished through the

Government Statistician to the Board of Trade.

We therefore recommend that it be enacted that

millers and recognised dealers in grain should be

registered with the Board of Trade, and should

furnish from week to week quantities of wheat pur-
chased and the prices paid. Appropriate penalties
should be provided for omitting to furnish, or fur-

nishing false returns. It would be the duty of the

Board, in conjunction with the Government Statis-

tician, to collate the information thus supplied, and

weekly to publish an official quotation of the actual

market prices. At present leading newspapers
publish market quotations, and we are in posses-
sion of evidence that the publication of unreliable

information by speculators has on occasions artifi-

cially raised the price of wheat to genuine dealers,

and detrimentally affected the industry generally.

We further recommend that the threshing-mill pro-

prietors be required to register with the Board of

Trade and send weekly returns of quantities of
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grain threshed to the Government Statistician.

Appropriate penalties should be provided for fail-

ure to comply."

The measures adopted by the New Zealand
Government to regulate insurance premium
rates by establishing rival insurance offices, and
the still more interesting example of State com-

petition the opening of butchers' shops in

Auckland by the Government will be recorded
in subsequent chapters.



CHAPTER VI.

Historical Record of other Price-Fixing

Legislation.

The (f
Diocletian Edict." The "Law of the Maximum." Fixing

Prices in Germany, 1914-1916. Regulating Prices in England
and America.

Legislation providing for the direct fixation

of the prices of commodities is of the greatest
interest in the study of economics. Most "

eco-

nomists" have considered it to be both funda-

mentally wrong in principle and doomed to

failure in practice2 yet each successive genera-
tion of legislators when occasion arises, enacts

laws to directly fix prices of commodities. In
these circumstances, before drawing conclusions

as to the efficacy or otherwise of directly fixing

prices by law, it is well to record other instances

of the adoption of the policy elsewhere than in
Australia.
The historical record of the results of directly

and indiscriminately fixing prices by law leads

one to the conclusion, that it has lamentably
failed to effect the purpose for which the legis-
lation was designed, viz., restricting the rise in

the prices of commodities. But how far it is

to a limited degree efficacious, and to what ex-

tent modern conditions of trade will enable a

different result to be obtained, are questions
which require the deepest consideration.

(98)
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Probably the best known case in history of

fixing the prices of commodities in a civilised

State is the effort of the Eoman Emperor Dio-

cletian in 301 A.D. He issued an edict fixing

prices, not only of commodities, but also of

wages. There are no complete historical records

either of the circumstances which brought forth

this edict, or the result of its operation. Pal-

graves in his Dictionary of Political Economy,
mentions that the prices determined by the edict

in regard to several commodities were (meas-
ured in English money) as follows:

Eye, per bushel, 27Jd. Pork, per Ib. . .

Millet 23d. Beef .. 2Jd.
Oats 14d. Butter .. 5d.

Peas 27Jd. Sea Fish 5d. to 7d.

Salt 5d. Salt Fish . . 2d.

Boots, per pair, 22d. to Fowls, per pair . 13d.

44d. Geese, each .... 22d.

Tunics (linen), 36/- to Oysters (100) .. 22d.

ISO/-.

Notwithstanding the fact that death and de-

portation were the penalties for selling at higher
rates than those mentioned in the edict, its

observation throughout the Roman Empire was
not very general. According to most reports,
the actual results were, however, disastrous, as

the restrictions on freedom of trade brought
about disturbances in the ordinary channels of

food supply, and many traders were ruined.
But the most far-reaching effects were the detri-

mental influence that the edict had on produc-
tion within the Empire, and the restrictions it

placed on the importation of supplies from
abroad.

In considering the "Diocletian Edict" as an

example of price-fixing that failed, it must be
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remembered that the conditions of the Roman
Empire in 301 A.D. were very different from
those obtaining in a modern and more civilised

state. To make a price schedule apply generally
over a widely distributed empire, with slow and

expensive means of communication, and inhabi-

ted by many peoples in various stages of devel-

opment, would appear in the eyes of the most
strenuous advocate of price-fixing of the present

day an absolute impossibility. The failure of

the edict, therefore, must not be taken as any
justification for coming to a general conclusion

as to the inefficiency of directly fixing prices
within a present day state. With more exten-

sive classical research it will probably be found
that the edict was more in the nature of a com-

mandeering order, issued to insure that the

Imperial Government was not imposed on by
army suppliers, who, through all history, have
been ready to take advantage of their Govern-
ment. Some sixty years later the Roman Em-
peror, Julian, made another, but much more
modest, attempt to fix prices. The following

excerpts from Abbott's "The Common People
of Ancient Rome" gives some idea of the way
in which Diocletian's and Julian's efforts at

controlling prices worked:

"When he (the Emperor Diocletian) had brought
on a state of exceeding high prices by his different

acts of injustice, he tried to fix by law the prices
of articles offered for sale. Thereupon for the

veriest trifles much blood was shed, and, out of

fear, nothing was offered for sale, and scarcity grew
much worse, until, after the death of many persons,
the law was repealed from mere necessity/'

"The Emperor Julian, 60 years after Diocletian,
fixed the price of wheat for the people of Antioch,

by an edict. The holders of grain hoarded their

stock. The Emperor brought supplies of it into the
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city, from Egypt and elsewhere, and sold it at the

legal price. It was bought up by speculators, and
in the end Julian, like Diocletian, had to acknow-

ledge his inability to cope with an economic law."

During the French Revolution a most inter-

esting example of indiscriminate price-fixing by
the Government is recorded. Communication
with oversea markets had been virtually stopped
by the blockade of the British fleet. There
had been a series of bad seasons. Trade and
commerce had been disturbed by the taking away
of a large number of artisans to fight in the

army. A general atmosphere of insecurity had
been created by the Revolution and the con-

tinuous strife between the various classes. As
a result, supplies of food fell off, and prices of
the necessaries of life greatly advanced. Shop
pillaging and looting were of every day occur-

rence, and the efforts of the people to obtain

cheap food did not stop short of even killing
those who, it was alleged, were guilty of creat-

ing monopolies and cornering supplies.

To allay public agitation, the Convention, in

1793, went as far as to give up to 7,000,000 fr.

to the Commune in Paris to enable bread to be
sold at Jd. per Ib. In spite of this, however,
prices continued to rise; and the Convention
was forced by public opinion (principally
directed against private speculators) to enact
that a certain quantity of grain should be sent
to Paris by each Department. This body also

passed the "Law of the Maximum," a measure
which fixed selling prices for this grain and
other commodities. The law was enacted on
3rd May, 1793, and while it was designed to

prevent cornering of supplies it aimed at elimi-

nating the profits of the middleman, or, at any
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rate, keeping these profits to within reasonable
limits. The "Law of the Maximum" provided
that each merchant or owner of grain or flour

should forward to the Government a return

giving the quantities in his possession. These

quantities he had, under the Law, to sell in the

public markets at the fixed prices. The con-

sumer, on the other hand, could not lay in sup-
plies for more than a few days, and had to

obtain the permission of the municipal autho-
rities to do even that. The price fixed for flour

was the lowest price between 1st January and
1st May, 1793, and it was provided that those
who sold flour above this maximum should be

fined, and those preventing stocks being made
available were liable to the penalty of death.

Subsequently the Convention equalised the

price of flour all over France, and fixed the

price of wheat at 14 livres per kilogram.
In September some months after the first

enactment of the "Law of the Maximum/' the
Convention settled maximum selling prices for

meat, cattle, lard, butter, oil, fish, vinegar,

brandy, and beer for a period of one year. It

fixed too the prices of combustibles, candles,

soap, sugar, metals, tobacco, raw materials,
salaries and wages. The basis on which the

rates were determined was: that the maximum
selling prices of the commodities should be tl\e

average prices ruling in the year 1790, with 33

l-3rd per cent, added. Salaries and wages were
fixed at the rate of 50 per cent, in advance of

those obtaining in the same year.
This general and indiscriminate fixing of

prices brought about great disorganisation in

industries and created many difficulties in com-
merce. One effect was that small retailers were
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ruined, whilst larger traders and factories made
handsome profits. Ultimately, the generally

unsatisfactory results from the law decided

the Convention to amend it. The scheme then

adopted limited profits instead of restricting

prices; and the new enactment provided that

the selling price should be the cost of produc-
tion, with five per cent, added for the whole-

sale merchant, and another five per cent, for

the retail merchant
;
the cost of transport could

also be added in determining the selling price.
A comprehensive enquiry as to the cost of pro-
duction of various Commodities was then en-

tered into for the purpose of determining the

wholesale and retail selling rates. How far

these provisions would have been effective in

restricting prices if the legislation had been

persevered in is unknown, but a change of

government took place, and this resulted in the

abandonment of most of the laws founded on
the political theories held by the idealists in the

early years of the Revolution. The "Law of
the Maximum" was repealed on 23rd December,
1794.

The immediate effect of the repeal of the
"Law of the Maximum," according to Kropot-
kin, was an alarming fall in the value of the

paper currency, due to the immediate increase
in the prices of all commodities. That this is

a true conclusion is, however, by no means
proved. It is far more probable that the ex-
tensive issue of paper money lead to its owq
depreciation, while contributing to the high
prices of commodities generally. Fixing prices
only postponed an inevitable financial crisis

and served as a temporary means of staving
off the natural results of a shortage of sup-
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plies of all commodities consequent on a con-
tinuous state of revolution, war, and industrial

disorganisation.

During the course of the European War of
1914 the French Government made several

attempts to keep down the cost of foodstuffs.

After nearly two years of war, and after full

consideration had been given to the experi-
ence of Germany and other countries in price-

fixing, the Ministry decided to regulate food

prices, and endeavour, by this means, to coun-
teract the steady increase in the cost of living.
In May, 1916, the Government, as a beginning,
fixed maximum retail prices for sugar at the

following rates per kilo. (2.204 Ib.) :

Crystallized or granulated 1.20 fr.
; loaf, 1.25 fr.

;

rough and waste, 1.25 fr.
; castor, 1.30 fr. ; refined

cane, 1.35 fr.

In England, after the " Great Plague" of

the Middle Ages, some attempts were made to

regulate wages and prices, and in 1533 power
was given to local justices to fix the prices
of dairy produce. But price-fixing seems to

have been very little resorted to by the British

Government, even when the conditions were
most abnormal. During the course of the

European War of 1914 prices of commodities
increased very considerably in the United

Kingdom, but the British Government, up to

the end of the year 1916, refrained from fixing

prices, and merely restricted its activities in

regulating food supplies, to purchasing grain,
meat and a few other necessaries abroad, and
to commandeering stocks of sugar, which were
distributed among retailers conditionally that
the price charged to the consumer did not ex-

ceed a fixed maximixm. The vast supplies thus
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acquired necessarily contributed to preventing
prices increasing abnormally. During 1916 the

British Government appointed a "
Departmen-

tal Committee" to
"
investigate the principal

causes which have led to the increase of pricey
of commodities of general consumption since

the beginning of the war, and to recommend
such steps, if any, with a view to ameliorating
the situation as appear practicable and expe-
dient, having regard to the necessity of main-

taining adequate supplies." The Committee

reported in October, 1916, and did not recom-
mend any general policy of fixing prices, but

emphasised the necessity of increasing the faci-

lities of supply of necessary commodities by,

amongst other methods,
"
restricting the im-

portation of less necessary commodities." The
committee also recommended that municipal
authorities should be given the power to enter
into retail competition in the event of exces-

sive profits being made by private retailers of

milk, meat, and other necessary foodstuffs.

In a few cases, shipping freights were fixed

by the British Government at reduced rates,
but generally trade was allowed to run its ordi-

nary course and prices were allowed to adjust
themselves according to supply and demand.
Towards the end of the year 1916, however, to

meet the continued increase in the cost of liv-

ing, the British Government determined that

prices of several commodities should not only be

arbitrarily fixed, but were to be regulated by
means of purchasing supplies of commodities
abroad and by controlling distribution.

With the announcement by the German Gov-
ernment of a policy of unrestricted submarining,
the British Government T&rg faced with the
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possibility of a serious food shortage, and con-

sequently excessive prices for necessary com-
modities. To meet the situation, the policy of
the government purchasing supplies abroad was
extended; and to encourage local production of

wheat, fixed minimum prices were guaranteed
by the State for several years. In addition to

thus arranging for increased supplies, consump-
tion was restricted by the introduction of the
"card system." Maximum prices were also

fixed in the cases of several of the necessaries

of life.

The most comprehensive experiment in

Europe in direct price-fixing was that carried

out by the German Government subsequent to

the outbreak of war in August, 1914. Germany
had been dependent on Eussia and oversea
countries for supplies of fodder and wheat.
Professor Schring, in the " Berliner Neueste

Nachrichten," said, "that 10,000,000 tons of

foodstuffs, feed, and fertilizing material had
been cut off," and that "with a normal harvest

Germany could produce oiily nine-tenths of its

grain consumption." According to Mr. J. Hil-

ton, in "Nineteenth Century," January, 1916
;

there was "a deficit of 1,250,000 tons of bread-
corn upon a normal consumption of 18,000,000

tons;" and in the case of fodder he estimated
that "on a normal consumption of some
8,800,000 tons of grain and cake fodder for

food-yielding animals there was in prospect a
deficit of 5,000,000 tons, or about 57 per cent."

Taking all commodities into consideration, the

supplies, he considered, fell short of the normal

consumption by about 30 per cent.

The impending shortage of foodstuffs was

recognised by the people, and in anticipa-
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tion of this and the consequent high prices
there was, immediately after the outbreak of

war, a general rush on the part of consumers
and speculators to obtain stocks. Merchants,
farmers, and holders of supplies, on the other

hand, were, for similar reasons, not disposed to

sell. The military authorities also contributed

to the general shortage by buying and comman-

deering large quantities of fodder and food-

stuffs to provide for the vast armies then being

put in the field. The effect of all this was
immediate. There was a large increase in de-

mand, and at the same time supplies were

restricted^ Prices increased enormously; and
there were immediate rumours and allegations
of cornering and monopolising the supplies of

necessary commodities. On top of this, many
people lost employment in the complete dislo-

cation of trade that followed the outbreak of

war, and th,ey had not the money to buy food

at the greatly increased prices. The food prob-
lem thus became very serious, and discontent and
criticism of the Government rapidly grew, es-

pecially as the popular opinion held was that

the shortage of supplies and the high prices
were caused by speculators' cornering.

To meet the situation, the Government suc-

cessively adopted the following measures :

1. Fixation of maximum selling prices for

several necessary commodities of which
there was a shortage of supply.

2. Commandeering and the nationalization

of supplies.

3. Restriction of the consumption per indi-

vidual and the adulteration of food by
cheaper and more plentiful ingredients.
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4. Prohibition of the use of commodities for

any other purpose than as food for
human beings.

If the Government had initiated legislation

providing at once for all these four methods
of food control, there is little doubt that the

patriotism of the German people, and their

facility for submitting to law and authoritative

regulation, would have been sufficient to avoid
the state of confusion into which prices and
supplies of foodstuffs soon fell. Expediency,
rather than foresight, seems to have at first

prompted the actions of the German Govern-
ment. It pandered to the popular demand for
lower prices of foodstuffs, but for some time
refrained from forcing those holding supplies
to sell, and it took no action in the direction of

restricting consumption and increasing produc-
tion.

In describing what measures were adopted
by the German Government for fixing maximum
prices, Mr. J. Hilton writes in the " Nineteenth

Century," January, 1916, as follows:

"On the 4th August, 1914, the Federal Council

issued an ordinance authorising the establishment of

maximum retail prices for food and fodder-stuffs

as well as other articles of daily consumption by
local authorities throughout the Empire. The local

police were to close the business premises of per-
sons acting contrary to regulations, and the sale of

goods was to be completed by the authorities,
whilst any person secreting supplies of commodities
for which maximum prices had been fixed was to

be punished by heavy fine or imprisonment." "Fol-

lowing upon this law of 4th August, Berlin had
issued a maximum price schedule for nine articles

of daily consumption, bread, flour, salt, sugar, pota-

toes, etc., and other local authorities followed suit,

but no sooner did the maximum prices make their
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appearance than evasions began. The bakers were
soon selling their bread under weight or without

respect to weight.'' "Bakers were then required
to exhibit the weight and prices of bread sold, with
the result that numerous objections and deputations
followed. Rye flour had gone up 25 per cent, and
wheat flour 20 per cent. The bakers demanded
maximum prices for flour, and it was everywhere
apparent that maximum retail prices could not be
made effective unless wholesale prices were also

placed under control. In November, wholesale

prices were fixed for wheat, rye, barley, and bran,
and it was provided that bread must contain a

certain proportion of potato, and that wheat and
rye must be ground so as to yield more flour and
less offal, and rye must not be fed to animals."

"Many dealers attempted to evade the law, by
the frankly illicit practice of selling without speci-
fication of weight, or by refusing to sell light barley
unless a quantity of heavy barley was bought at

the same time at an exorbitant price." Wholesale
dealers were excluded from the trade, being unable
to buy at less than the maximum price owing to

market condition, and unable to sell at more than
the maximum price owing to legal proceedings."

According to Professor Ashley in the "At-
lantic Monthly," June, 1915, the measures

adopted to restrict the rise in prices met with
little success, and the Government could not
decide whether it should pursue a policy of

setting prices low in order to keep the people
quiet, or making prices high in order to reduce
the consumption of food. The authorities

finally compromised with a plan of permissible
increases of corn prices at specified periods, but
this did not overcome the shortage of food-

stuffs, as the farmers kept back supplies from
the market until the higher prices were reached.
The conditions of the corn trade soon became

chaotic, and the following reference, dated 14th

January, 1915, appearing in a Munich news-
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paper in reference to the condition of affairs

in Mannheim, the most important corn centre
in Germany with the exception of Berlin, will

give some idea of the immediate effects of fix-

ing maximum prices :

"In consequence of the restrictions imposed by
the regulations as to maximum prices, transactions,
this week, as last, could be carried on only upon
a small scale. In the produce exchange hardly any
business took place, although there was no want of

intending purchasers. In the retail trade a certain

limited supply was forthcoming, although it was
quite evident that farmers were holding back."

It became clearly evident to the German
Government that fixing the prices of the neces-

saries of life, and doing nothing more, was no
solution to the difficulties arising out of the

shortage of supplies. The officials soon came to

recognise that stopping the increase in prices had
not helped to make the people more economical.

The latter was the most serious consideration,

as, at the then rate of consumption, supplies of

corn in Germany could not last until the next
harvest was available. To meet this situation,
and to give the Government effective control

over both supplies and prices, the "War Grain
Co." was formed, in December, 1914, with a

capital of 25,000,000 subscribed by the various
State Governments. Its purpose was to buy
up a large amount of grain compulsorily, and

carry it over to the three or four months prior
to the gathering of the new harvest. On the

25th January, 1915, this company was empow-
ered to take any stocks of wheat or rye at the

legal or fixed prices. This it did, and subse-

quently the company, after making due allow-

ance for the requirements of the military

authorities, distributed to the various local
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municipal authorities a quantity of the avail-

able grain proportionate to the population
within their several administrations.

Having command of the whole of the supplies
of grain, the Government, acting through the

municipal authorities, was then in a position
to regulate both consumption and price. Bakers
had their supplies of flour reduced to two-
thirds of the quantity they received on 1st

January, 1915, and the allowance per head of

population was fixed at 4.4 Ibs. per week. The

prices fixed for flour showed a considerable in-

crease on previous rates, as the Government

appreciated that high prices encouraged eco-

nomy in consumption. In order to prevent the

rich getting supplies of food while the poor
could not, the Government, in addition to fixing

prices, also regulated the quantity of flour and
bread to each individual by means of a * card

system.

Each municipal district was allotted flour in

proportion to its population, and cards, divided

by perforations into tickets, were distributed

to each householder. Each ticket represented
the allowance of bread for a stated period, and
no baker was allowed to sell bread to anyone
who could not hand him a ticket in exchange
for it. Extending this system, the miller was
allowed to supply bakeries with flour only suffi-

cient to make up for the bread tickets that he
received. In this manner a perfect system of

control over the consumption as well as over
the price of bread was established throughout
Germany. The system was subsequently ex-

tended to other commodities. Eegulating con-

sumption by the card system accomplished the
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systematic rationing of the people on a fair and

equitable basis.

In order to still further reduce the consump-
tion of wheaten flour, a decree was issued that

all bread must contain a certain proportion of

powdered rice and potato. Writing of this

adulteration of bread, Professor Schring, in

the " Berliner Neueste Nachrichten," said:

"The combination is eminently nutritious though
not quite so valuable a food product as bread made
exclusively from wheat. . . . Rice, rye and bar-

ley, save wheat, however, and potato flour actually
lessens the quantity of bread eaten because it is

more filling. Bakers will also take an interest in

heavier mixing with potato flour in order to be
able to keep up the business after the decree to

decrease output/'

The record of fixing the price of potatoes in

Germany is particularly instructive. Wanting
to encourage the use of the potato as an article

of food, and so in a measure decrease the de-

mands for flour, the Government fixed a very
low maximum price for potatoes. The result

was that farmers would not market their stocks,
but began feeding the cattle with them. The
Government, to meet the difficulty, formed a

potato distribution depot, and bought up large

quantities of potatoes and stored them in every
available building. Towards the approach of

next season's crop, however, farmers found that

there would be more potatoes available than
would be required, and in the rush to get rid

of their stocks prices fell from lOd. per 10 Ibs.

to below 3d. per 10 Ibs. Large quantities of

potatoes which had been stored actually rotted,
and the Government lost heavily on the stocks

it had commandeered.
It will be seen from this record that the
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policy of fixing prices for grain, flour, and
bread, and doing nothing more, had soon to be
abandoned as ineffective, and what was virtu-

ally a State monopoly of grain supplies had,

against the natural desire of the Government,
to be established.

The difficulties due to the shortage of meat
were just as serious as in the case of grain.
The German Government, soon after the com-
mencement of hostilities, was forced to take

steps to restrict consumption of meat, as this

was recognised as the only means of meeting
the shortage of supply, and insuring an equal
distribution to rich and poor. At first certain
"meatless days" were provided by the Govern-
ment food regulations, but this way of restrict-

ing consumption was subsequently abandoned,
and a card system, providing for a certain

amount of meat and fat to each person during
the week, was substituted. In regard to res-

taurants, pensions, and clubs, not more than
two meat dishes were allowed to be served on

any one day, and only one meat was allowed to

each guest. No menu contained more than one

meat, but included either a sweet, cheese, or
fruit. It was provided that "meat" included

poultry and game. The Dresden correspondent
of the "New York Times," on 15th May, 1916,

referring to the restrictions to the purchasing
of meat by the people in his city, said :

11

Every consumer desiring to buy meat must

register his name in a special list every Saturday
for the ensuing week at some particular butcher

shop. An ordinance further requires the butcher

to hang up a list in the show window giving the

day and the hour when a customer may get his or

her meat allowance, thus preventing crowds col-

lecting outside the shops and irritating long
waits."
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When there are several classes of food de-

pendent on the one raw material whose scarcity
of supply is the real cause for enhanced prices,
it is useless to artificially restrain prices in one
class of food without proportionately fixing the

prices of others. This is clearly illustrated in

the case of fixing the price of grain in Ger-

many. Grain could be used, and it was used,
both for bread and for feeding stock. The

prices of bread and flour were fixed, but the

price of cattle was not interfered with. Con-

sequently farmers who held supplies of grain
found it more profitable, as in the case of the

potato, to feed their stock on the grain rather

than to sell it for milling at a low price. Pro-
fessor Schring, in the

" Berliner Neueste Nach-

richten," referring to this diversion of grain
from the manufacture of bread to feeding
stock, said that "many farmers and merchants,
instead of selling the grain, preferred to use it

for feeding cattle ; the cattle were fed instead

of slaughtered.
" To counteract this, the Gov-

ernment restricted the use of rye and other

grain for feeding pigs and live stock generally,
and as a result there was immediately an ex-

tensive slaughtering of pigs and other animals,
with consequently low prices for meat. To such
an extent were cattle killed that by the end of

August, 1915, the German Government was
forced to place restrictions on any increase in

the slaughtering of calves, cattle and pigs over
and above the normal.

Notwithstanding the attempts by the Ger-
man Government to prevent increases in the

selling prices of food, by April, 1916, the cost

of living in Berlin had increased by 117.6 per
cent, above what it was in July, 1914. Although
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it is impossible to measure in actual figures the
effect of the various acts regulating prices of
foodstuffs in Germany, there can be no doubt
that a rise in price consequent on the shortage
of supplies could not be prevented, even when
aided by the undoubtedly beneficial effects that

restricting consumption of many commodities

by the card system must have had. The follow-

ing figures, quoted in the "Vorwarts" as the

prices of the principal foodstuffs in Greater
Berlin for the middle of April for each of the
three years mentioned, will give some idea of
the increase in the prices of commodities in

Germany. The .prices for April, 1916, are
maximum prices fixed by the Government.

PRICES IN GREATER BERLIN.
(Per pound weight).
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Summing up his opinion as to the results of

price regulation in Germany during the course
of the first eighteen months of the European
War, Mr. J. Hilton, in the "Nineteenth Cen-

tury," January, 1916, said:

"The conclusion to be drawn from the German
experience in the State control of food prices is

not that maximum prices must inevitably fail in

all circumstances. All that can be definitely as-

serted is that in this outstanding instance, Ger-

many, the organised State, par excellence, showed
itself unable to make maximum prices work to any
sort of national advantage. . . ."

It is evident that the regulation of prices in

Germany had not been by any means effective

in preventing a large increase in the cost of

food. Whether this increase would have been
much more if no attempt to regulate prices had
been made it is impossible to say. The cutting
off of supplies from abroad, and the withdrawal
of so many men from the productive industries

of the country, must have caused an inevitable

shortage of food, the effect of which on

prices no amount of regulation could prevent.
It seems very significant, however, that the

German Government persisted in fixing prices
wherever there was a shortage ; but, as a result

of experience, this action was always accom-

panied by regulations limiting consumption.
In regard to artificially fixing prices of food

in other countries in Europe very little has been

recorded. In Petrograd, Curing the early
months of the year 1916, the price of butter was
fixed at 1/6 per lb., but the immediate effect

was stated to have been that no supplies were

forthcoming from the country districts, and
butter became unobtainable. The regulation
was soon abandoned, and quantities of butter
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were then made available at a price equal to

2/6 per Ib.

Price-fixing legislation in the United States

of America has been of a very limited character.

In 1777 the State of Massachusetts passed a
law which fixed the maximum prices for many
commodities, and boards or commissions were

appointed to fix prices of other commodities.
The following year the State of New York
passed similar legislation. These laws, if ever

they were enforced, appear to have been re-

pealed within a short time of their enactment.

Passing reference should be made to the fact

that the "
Progressive Party" in American

politics virtually adopted price-fixing by com-
mission as one of the planks of its platform.
The intention was, however, to restrict the

operation of fixing prices to those commodities
which were subject to private monopoly.
The references to price-fixing in the fore-

going historical record have been restricted to

legislation relating to such commodities as are

required for food. It would be well, at the
same time, to remember that there have been

many instances in history of wages, rents,

freight rates, and passenger fares on railways
and tramways, being fixed by State regulation.
In America and in Europe freight rates are sub-

ject to constant adjustment and regulation by
government or public commissions, and the

policy has become recognised as a necessary

^function of government. It must be remem-
bered that transport services are very different

to^food supplies in that they are in the nature
of monopolies granted by public authority to

individuals.



CHAPTER VII.

The Efficacy of Directly Fixing Prices.

When (a) Supply and Demand are Elastic.

(b) Supply and Demand are Inelastic.

(c) There is Competition in the Trade.

(d) The Trade is Subject to Monopoly Control.

Before passing on to other ways and means
of regulating the prices of commodities, it is

well to come to some general conclusions in

regard to the efficacy of the policy of directly

fixing prices of commodities by a Government,
in the interests of consumers. In preceding
chapters, the whole of the legislation passed in

Australia and New Zealand has been traversed,
and a record has been given of the administra-

tion of the several price-fixing acts that were

put into operation. But no general conclusion

has been come to as to whether or not the result

justified all these legislative efforts. Taking
individual commodities, there have been many
cases in which the action of the State in fixing
maximum prices has justified itself, from the

consumers' point of view at any rate; certain

selling rates, which were giving unreasonable

profits to holders of supplies, were decreased as

a result of fixing a statutory price, and but for

governmental interference no reduction would
have been made. On the other hand, fixing

prices of several other commodities has resulted

(118)
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in no reduction of prices, but has probably led

to decreased supplies, and, in the end, to higher
prices and combinations in trade.

The way in which the German Government

persisted in its price-fixing regulations in re-

gard to food, the adoption of the policy, certainly

only to a limited extent, by the British, French
and Scandinavian Governments, as soon as a

shortage occurred, and the continuance of fixing

prices by the Federal Government in Australia,

go to show that responsible governments con-

sider itas undesirable to allow trade in neces-

sary commodities to adjust itself in circum-
stances of real scarcity. The United States of

America, and many other countries, have regu-
lated the railway and tramway freights and
fares charged by private transport companies,
but there has been no interference with the

prices of general commodities. The question
resolves itself into one of determining under
what circumstances can prices of general com-
modities be regulated, with lasting advantage to

the State as a whole, by the simple expedient
of fixing them?

Fixing prices of commodities by a Govern-
ment is not inconsistent with the interdepen-
dence of value, supply and demand, is a view

expressed by Henry Clay in his book " Econo-
mics for the General Reader." He says, with

truth, that

"if the State fixes the price, demand and supply
adjust themselves to it; when, for example, it fixes

hackney cab fares at a shilling a mile, it restricts

the supply of hackney cabs to those firms which can
afford to ply them at a shilling a mile, and restricts

the use of them to those people who can afford to

pay a shilling a mile. If it raises its authorised



120 STATE REGULATION OF PRICES IN AUSTRALIA.

price, it encourages supply and checks demand; if

it lowers the price, it stimulates demand and, for

the moment at any rate, checks supply."

But, unfortunately for the argument, commo-
dities are not altogether like hackney cabs;
their supply is not always as elastic as means
of city transport are, and the necessity for

general commodities is much more vital than
that for hackney cabs. Furthermore, prices of

commodities need continuous adjustment, and
the nature of their supply is very different from

providing a city cab service.

In the Introduction to this work consideration

was given to the automatic adjustment of prices
in competitive trade by the operation of what
is usually termed the Law of Supply and De-

mand. It was seen that a shortage in supply
immediately increases prices, and this in turn

induces greater supply, which reacts again on

prices. Prices are thus in a constant state of

/{^automatic adjustment. But this can be only as

long as there is supply or demand which is elas-

tic and immediately responds to a variation of

price. If there is no monopoly control but free

and open competition, and both supply and
demand are elastic, to fix a maximum price is

quite unnecessary, and may be very detrimental

from the point of view both of economy in

demand, and increased productivity in supply.

And, furthermore, it would be almost impossible
to adjust the price so as to meet the constantly

varying conditions of supply and demand. The
chief objection, however, that can be taken to

the fixation of prices in such circumstances is

the detrimental effect such action will have on

supply.
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These contentions are no doubt true as long as

supply and demand are elastic and there is no

monopoly control. It is quite another matter,

however, when supply and demand are not elas-

tic or there is monopoly control of price and

supply. If supply cannot be increased because
of an absolute shortage, no increase in selling

price can increase the quantity available for con-

sumption as long as the conditions causing that

shortage remain. This is also in a measure true

of an inelastic demand
;
the consumption of cer-

tain commodities is almost unaffected by prices,
and supply alone determines the consumption.
In these circumstances the secondary effects of

fixing prices are quite different
;
State interfer-

ence would be in the nature of an arbitration,

designed to prevent one section of the community
(which happened to have stocks of the commo-
dity of which there is a shortage) making
unreasonable profit at the expense of another
section of the community. To fix prices then
would appear to be both efficacious and useful
in preventing what would otherwise amount to

the exploitation of the public by a small section

of it. But to insure a proper and fair distri-

bution of the available supply when there is a

shortage and when prices are artificially fixed,

regulated distribution becomes necessary. It

would be quite useless to merely fix a certain

maximum selling price and do no more, for in

such circumstances trade would become a matter
of first come first served for any supply that

happened to be forthcoming at the fixed price,
and those buyers who presented themselves after

the supply was absorbed would necessarily have
to go without. If prices are fixed in times of

shortage, then supply must be controlled, and
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demand must be regulated if chaos is to be
avoided. If there is no private organisation
doing this, then it is necessary for a government
to take control of distribution and allocate the

supply in the best interests of the State.

Having dealt, all too inadequately perhaps,
with the bearing inelasticity (or the reverse) of

supply and demand has on the question of

whether it is or is not desirable to fix prices, it

is now necessary to determine to what extent

the nature of the control of the supply of a com-

modity affects the problem of directly fixing

prices. It will not be difficult to appreciate
that the question of whether the supply of a

commodity is in the hands of a large number of

individuals who act entirely independently of,

and in competition with, one another, or whether
the supply is subject to monopoly control, is a
vital one in considering the desirability or other-

wise of fixing maximum selling prices. In com-

petitive trade the whole basis on which "
price"

is determined is altered if a fixed selling price
is introduced. Not only does the fixed price
eliminate speculative buying and selling, but to

a great extent it will stop competition. To fix

a price in these circumstances (and when the

supply is elastic) is quite unnecessary and could

serve no useful purpose. It would introduce

no economies in the system of production or dis-

tribution, but would rather tend to slackness on

every side, as the incentive of a large profit, and
the spur of competition, would be largely elimi-

nated. Furthermore, the worst feature of mono-

poly control would be created, and all the

ineconomy of competitive conditions would still

be retained, and none of the economy of mono-

ply would be introduced.
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There are many instances of eliminating com-

petition, and introducing monopoly control in

its worst form, to be seen in the records of fixing

prices for commodities the supply of which at

the time was both elastic and subject to com-

petitive conditions. The institution of a price-

fixing tribunal essentially for the purpose of

restricting to a minimum the profits of those

in a trade would necessarily lead to a closer asso-

ciation, if not actual combination, amongst men
whose interests are thus attacked and detrimen-

tally affected. Competitors, instead of compet-
ing with one another, would be more disposed to,

and, in many cases in Australia, actually did,

stop competing, and associated together against
the common enemy, who for them was envisaged
in the price-fixing tribunal. A case of this is

seen in the action of the Price of Goods Board
of the State of Victoria fixing the price of bread
in Melbourne; originally competition in the

trade existed, but the "Association" of bakers
was soon so strengthened as a result of having
to meet, confer with, and fight the state price-

fixing authorities, that competition was elimi-

nated, and the prices of bread were maintained
at a much higher level than was formerly the

case with flour at the same price.

No doubt a reduction in price for the time

being may be effected by fixing a low rate even
in competitive conditions, but whether this

makes for ultimate economy and low prices is

very questionable: a fixed maximum price in-

variably becomes a minimum unless there is

intense and effective competition, but this no
doubt would be largely eliminated as soon as

prices are fixed. A. A. Ballantine, in an article
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in the " Atlantic Monthly," November, 1915,

summing up his conclusions in regard to govern-
mental fixing of prices of commodities, said :

"Price regulation involves the establishment of

absolute monopolies in the fields in which control

is already much concentrated, and also permitting
of monopolies in the fields where competition is now
the rule. Let no advocate of such regulation de-

scribe himself as the foe of monopoly; he is in fact

the standard friend and supporter of monopoly.
... To have industries in a form permitting the

regulation of prices, it would be necessary to permit
or force the organization of industrial monopolies.

"

Ballantine considered that the logical conclu-

sion of State price-fixing is the establishment

of monopolies.
It is an entirely different matter if the trade

in a commodity is, or virtually is, a monopoly
controlled by a trust, combine, or association, or

by a pooling agreement. Then both price and

supply are already artificially fixed, and instead

of supply and demand determining the price, as

in competitive trade, it is a matter of those in

control fixing a price which in the circumstances
will yield to them a maximum profit. Demand,
in such a case of monopoly control, will have to

adjust itself to the fixed price and to the supply
as determined by those in control. In these cir-

cumstances for a government or other public

authority to vary the price, as fixed by the private
individual already controlling the trade, is a very
different matter from introducing a fixed, un-

changeable value at some stage in a chain of

competitive bartering. When supplies are sub-

ject to monopoly control, for the State to step in

and regulate their selling price is just substi-

tuting a public authority for the private one
which had already fixed the rates. The objective
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in fixing the price would, however, be entirely
different

;
the private authority had a maximum

profit solely in view, if the Government fixed

prices it would be with the object of reducing
profits to a reasonable amount.

Professor Van Hise, of the University of

Wisconsin, in his work "Concentration and
Control," advocates fixing prices by Commis-
sions in cases of monopoly control. He con-
siders that regulating freights and fares on

railways in England, America and elsewhere is

an infinitely more difficult operation than fixing
maximum prices for ordinary commodities. He
goes on to say :

"It should be emphasized that it is not proposed
that the commission shall have power to regulate
all prices, but shall only have this power where
there is monopoly or the market is controlled

through co-operation. Also a commission need go
no further in a given case than to fix a maximum
price, or a minimum, or both (as may be required
by the situation), leaving competition to regulate
further within the prescribed limits. As at present,

competition would remain the sole regulation of

prices in the vast number of instances where the

market is uncontrolled.
' '

A broad generalization can now be arrived at

in regard to the application of a policy of

directly fixing prices of commodities. In times
of shortage and when supply is inelastic, or
in any case of monopoly control of supply either

as a result of combination of, or agreement be-

tween, holders of supply, then, for a government
to fix a price, and to control the distribution of

supply are both desirable and thoroughly work-
able. When, however, supply is elastic and will

immediately respond to variation in price, and
when there is no monopoly control, then, to fix
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prices is both unnecessary from the point of

view of consumers, and will have exactly the
reverse of the desired effect. And what is said

in regard to supply is equally true in regard to

demand. If there are monopoly conditions in

the control of buying, or the demand is inelastic,
then for the government to regulate the trade is

efficacious, and desirable, not only for the pro-
tection of producers, but ultimately for the

benefit of the community as a whole. But, if

buying is competitive, and demand is elastic,

then for the State to take action in the direction

of fixing minimum prices is likely to do far

more harm than good.

One of the principal difficulties that have
attended all attempts to fix maximum prices of

commodities which are subject to ordinary com-

petitive trade is caused by holders of supplies

refusing to sell at the fixed prices. This refusal

to sell immediately creates a shortage on the

market if it is not there already, and the very
restriction of price only accentuates the causes

for increased market prices. To enforce the

requirement to sell in the open market at the

fixed price is a simple matter where supplies
are monopolised, but it is utterly impossible
when supplies are in the hands of a great many
independent and competitive holders. Thus the

logical conclusion of attempts to fix prices at a

level lower than that determined by supply and

demand, and doing nothing more, is a failure

to secure supply ;
and this may become far more

serious and detrimental to consumers than the

excessively high prices which might otherwise

have obtained. To provide that holders of sup-

plies must sell at the price fixed if it be
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offered to them gives no guarantee that the new
purchasers should have these supplies; they
might be just as undeserving of stocks as the

previous holders; no mere fixation of price can
insure that the distribution will be in the best

interests of the community. In any case of

directly fixing maximum selling prices, there-

fore, control over distribution by the price-fixing

authority, or the Government, is necessary if

the demand (at the price fixed) is not fully
satisfied.

When a private organisation has a monopoly
of the supply of a commodity, it can be ap-
pointed distributing agent for the State to

supply certain quantities to certain individuals

at the fixed price. This was done in Australia
when the Federal Government appointed the
Colonial Sugar Eefining Company Ltd. (which
had a monopoly of the sugar supply in the Com-
monwealth) its agent to provide necessary sup-
plies and distribute sugar according to the cus-

tomary needs of consumers. But when supplies
are in the hands of a large number of disorgan-
ised individuals, nationalisation of supplies has
been found the only means of effecting a satis-

factory distribution, if the maximum price as
fixed results in a demand greater than the supply
available. The only alternative to nationalisa-
tion would be to regulate demand to equal the

supply forthcoming at the fixed price. Begu-
lating demand has been effected, but by what is

generally known as the "Card System/' In
this system cards are issued only to those deserv-

ing of supply, and no one can get more than his
or her share, as determined by the available
stock and the number of those amongst whom it

should be divided.
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One practical advantage of having laws and
tribunals for the purpose of fixing maximum
prices is that they allay panic buying and hold-

ing of supply ;
consumers will not buy in antici-

pation of very high prices, and holders of supply
will not retain stocks for a large rise in price.
If the policy be in force consumers will rely
on what supplies there are being made available
at the fixed rate, while holders of supplies will

know it is useless to try and retain their stocks
and exploit the consuming public, as some Gov-
ernment authority will ultimately force them to

sell at no higher price than that fixed. In these
circumstances panic trading, with its accom-

panying unjustified prices, is likely to be pre-
vented and excessive profits are likely to be
curtailed.

In regard to the efficacy of directly fixing

prices in Australia, there has undoubtedly been
a considerable change in public opinion. When
the legislation was first proposed, and the price-

fixing tribunals began their operations, only the
ultra conservative section of the Australian

population opposed price-fixing or were openly
doubtful of its efficacy. After some two years
of the operation of the policy, it has become
generally recognised that, although fixing maxi-
mum rates may keep prices down for the time

being, it has not, to any appreciable extent at any
rate, prevented a very large increase in the cost

of living throughout the Commonwealth. The
more strenuous advocates of the policy point to

certain conspicuous successes, and put its ap-

parent failure in other cases down to the incapa-

city or want of energy on the part of the price-

fixing tribunals or the governments, but the
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mass of the people have become very sceptical
as to the policy being of much advantage to them
in the long run. A dispassionate examination
of the facts will, however, disclose that Aus-
tralian experience proves that when the supply
of a commodity is short and at the same time
cannot be replenished, or when the price is al-

ready fixed as a result of monopoly control, then,
and then only, can the policy of fixing maximum
prices be effective and advantageous.



CHAPTER VIII.

Regulating Prices by Maintaining Competition.

The Elimination of Competition. Monopoly Control in

Industry. Maintaining or Restoring Competition.

As an alternative to directly fixing a price
for a commodity, subject to monopoly control,

the policy of reintroducing competitive condi-

tions presents itself. The essential part that

competition plays in the operation of supply
and demand, and the consequent price, has
been already fully discussed. It was recog-
nised that there must be competition between
sellers to insure that prices are not too high,
and do not unreasonably exceed the average cost

of production. It was also recognised that it

is essential there be competition between

buyers, as otherwise the prices paid for supply
are liable to fall far below the cost of produc-
tion as they do when the market is glutted.
Unless some other artificial means of regulat-

ing prices are adopted, it would seem necessary,
in the interests of the general body of producers
and consumers alike, to establish competition if

it does not already exist.

Those engaged in primary production, if we
except trades unionism as a form of monopoly
control, are generally in competition. Con-

sumers, at any rate, of the necessaries of life,

are also in competition with one another to

(130)
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secure supplies. But seldom or never does pro-
duction pass immediately from primary pro-
ducer to consumer. Intermediaries are almost

invariably employed. Some of these fulfil the

function of manufacturing raw production,
others again are distributors. The introduc-

tion of these intermediaries is in many cases

essential, and in most cases it makes for eco-

nomy. But at the same time the opportunity
for monopoly control of a commodity is imme-

diately created.

In this chapter the question of maintaining
or restoring competition so that the Law of

Supply and Demand can operate, will be dis-

cussed. In this two fundamental considerations

should be borne in mind, viz. :

1. Whether it is desirable and, if so, to

what extent it is desirable to main-
tain competition in the production and
distribution of commodities? and,

2. Whether or not legislation can be designed
that will ensure the maintenance or
restoration of competition in trade if

it be desirable to do so?

"Competition is the Soul of Trade" is a meta-

phor around which many theories of economies
have been wound, and on which much legisla-
tion has been founded. And just as competition
has been relied on to protect the bulk of the

people (be they consumers or producers) against
exploitation of the few who for longer or shorter

periods have control of the market of some com-

modity, so it has also been regarded as the

incentive to the introduction of improved me-
thods in production and distribution. The
question of the elimination of competition in
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trade and industry is therefore a most serious

one. To begin with, it is well to consider how
far a state of competition is possible and con-

sistent with modern industry and trade, or,

alternatively, to what extent its antithesis,

monopoly, is an accompaniment of twentieth

century production, distribution, and exchange.
Have industry and trade been carried on, and
will they be carried on with competition and
diffusion of control and individualism in labour
as a basis, or will concentration of control and
labour be the outcome of modern industrialism?
Is continuous competitive effort to be the main-

spring of our advancement in civilisation, or

is general co-operation to be our objective as a

realisable ideal? All these are vital questions
in considering whether legislation should en-

courage competition or alternatively assist

monopoly.
It is very questionable if all the co-operative

movements, and all the trade monopolies, and
concentration of control, so very evident in most
civilised countries, are any departure from the

competitive system. Do they not really consti-

tute its natural development? On considera-

tion it must be recognised that in the evolution

of society, monopoly in trade and industry, and

co-operation among the units, are only phases
of competition to which opinions and legisla-
tures have not yet adjusted themselves. In the

lower forms of life and the primary stages and
conditions of human existence competition be-

tween individuals existed, and was responsible
for the elevation of man to the high state and

great efficiency that he has now attained. As so-

ciety progressed competition between individuals

changed to a rivalry between groups of indivi-
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duals. The individuals constituting these

groups still competed between themselves in

certain restricted confines, but formed a com-
bination in other departments of life. The

objective of such a union, however, was to attain

a greater efficiency, by the elimination of in-

ternal competition, by co-operation, by speciali-

zation, and by the centralization of control.

This is true of a small section of the community,
just as it is true of a community constituting a
state' or nation. In matters of military and
naval defence and offence, for example, co-

operative effort has completely superseded in-

dividual action. But whilst internal competi-
tion, as far as matters subject to co-operative
effort are concerned, has been eliminated,

competition, viewed internationally, has be-

come intensified. States compete against states,
nations against nations, not only militarily but
also industrially; and the public or private in-

dustrial monopoly in one State is opposed to

that in another. It is not difficult to argue,
therefore, that the abandonment of competi-
tion between individuals is in keeping with the

theory of evolution and the elevation of man.

Competition, as an essential factor in the

operation of supply and demand and the ad-

justment of prices,* has, in many departments
of trade, ceased to exist. The extent to which
this is so varies in different countries and in

different trades; it is noticeable, nevertheless,
that competition is least effective in those States

which are most highly developed industrially.
In the manufacture of many of the principal
commodities used by an advanced and civilised

community, the number of competing institu-

tions, instead of increasing with the develop-
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ment in trade, is actually decreasing. The
units are becoming fewer. This development is

especially true in regard to those commodities
that require costly plant for their efficient

manufacture. In many cases competition has

already eliminated the smaller concerns, and
has left only one, or at any rate a few, separate
and independent units

;
and these almost invari-

ably have working agreements as to prices. In
the face of the increases in the capital required
to erect modern factories, and the intimate
association that exists between those having, or

controlling, this capital, it is useless to suppose
that competition amongst manufacturers will

do anything but decrease in effectiveness. And
as far as prices are concerned, it is obviously to

the advantage of those controlling the industry
that competition be eliminated so that profits

may be free to expand.
There is, however, a wide difference of opinion

as to the probable trend of commerce and in-

dustrial control
;
and it would be of advantage to

quote some American authorities, who have had
this question under consideration, with a view
of determining the basis on which to found

legislation dealing with concentration of indus-

try in the hands of trusts and combines.
In support of the contention that competition
as a factor can no longer be relied on, Professor
Van Hise, of the University of Wisconsin,
illustrates the failure of competition to regulate
prices of many commodities and to prevent fraud
on the community. He instances legislation pro-
viding for the purity of food, as a recognition
of the failure of competitive effort to regulate

quality of foodstuffs. Summing up an inquiry
into the condition of industry generally in the
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United States, with particular reference to the

effectiveness of competition to regulate prices
of many commodities Professor Van Hise

says :

''We may return to a sub-division of industry, in

which the economies of concentration are not avail-

able, and depend on competition to control prices.
. . . That we return to such a condition, contrary
to world-wide tendency, is extremely improbable,
almost unthinkable.

' '

But it has not been proved that this elimina-

tion of the smaller units, and the absence of

competition, have led to higher prices. Up to

a certain point, concentration must lead to lower
costs of production and distribution, and it is

quite possible the community will get, through
reduced prices, a measure of these sav-

ings. But there is probably a limit. A
monopoly can become too extended in its opera-
tions, and there are undeniably confines to the

capacity of those in control. This phase of the

question is considered by Mr. Joseph E. Davis
in a report as "Commissioner of Corporations"
to the United States Federal Government. He
says :

"One of the alleged advantages claimed by mon-

opoly, by which it is argued that monopoly is

justified as an ultimate fact in industrial evolution,

is the alleged greater cheapness of its production.
The question is whether the trust form of organi-
sation is really efficient. If it be found that smaller

competitive units in industry can produce commor
dities more cheaply, or even as cheaply as mono-
polistic units, and that they have other and greater
advantages than those claimed for the monopolistic
or trust system, then the problem is finally settled

in favour of the competitive system, and the chief

argument for the regulation of monopoly is de-

stroyed.
"It is contended by some that with the increase
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in the size of industrial enterprises there goes a
reduction in the cost of extraction, manufacture,
and distribution, and that such reduction in cost is

accompanied by lower prices to the consumer and
does not involve a reduction in wages or an im-

pairment of the conditions of labor. Even if these
claims were true, the question would still remain,
of course, whether the evil resulting from large
combinations would not be greater than the alleged
advantages of cheaper production and distribution.

It is contended, on the other hand, that the source
and origin of monopoly is found chiefly in the
desire to exploit the general public by stock-job-

bing schemes for the immediate profit of the pro-

moters, or for the purpose of obtaining control of

the market and exacting unduly high prices from
the consumer. Many large combinations have
failed and demonstrated their economic ineffi-

ciency. Combinations which have obtained con-

trol of the market, it is admitted, have prospered,
but this is alleged to be due to their monopolistic
position, and not to superior efficiency. According
to those who hold this view, there is a point beyond
which the increase in size of operations does not
result in an increase in economy and efficiency, but
rather in loss and waste, so that the maximum effi-

ciency is not attained by large combinations, but
instead by concerns of moderate size. If this latter

contention be true, then, as has been said, the

monopolistic system contains in itself the seeds of

its own decay.
"

There are many economists, too, who still

consider that competitive effort can be relied

on to maintain prices at a reasonable level. For

example, a committee appointed by the United
States Congress to consider the operations of

the Sherman Anti-Trust Act reported in 1911

as follows :

"It is well understood that there are many dis-

tinguished students and highly-trained thinkers

who believe that the age of competition is past,

and that for the struggle, which competition in-

volves there should be substituted combination and
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co-operation, under such regulation and supervision
as will protect the people from the oppression of

monopolistic power. And added to the students

and thinkers who have reached this conclusion

through mere observation, and investigation, there

are many engaged in commerce, and who, there-

fore, speak from a practical standpoint, who have
also concluded that some form of regulated mono-

poly or concentration should be adopted. All

these men, whether theorists or otherwise, admit
that if we abandon the effort to maintain compe-
tition the Government must undertake, directly or

indirectly, to fix prices for the combination or

monopolies.
"The Committee feels that the time has not yet

come for so radical a departure from the long
established policy of the country, and it hopes that

the time may never come when it will be necessary
for the Government to assume the task of estab-

lishing prices for general commodities. It believes

that the progress of the world depends in a large
measure upon that fair, reasonable rivalry among
men which has hitherto characterised the advances
of civilisation. It is frequently declared that the

law cannot compel men employed in like business

to compete with each other. There is a sense in

which this is true, but it is only technically true.

What is meant when we use the phrase "maintain-

ing competition
"

is maintaining competitive con-

ditions. We can both create and maintain competitive
conditions, and, until human nature is revolutionised,
when competitive conditions exist, there will be
actual competition; but if for some extraordinary
reason that should fail there will be, at least, a

potential competition tending to prevent undue
prices and unfair practices."

Summing up the evidence as to which is more

likely to be the basis of our future industrial

development, it may be said that in every State

there will be a concentration of industrial effort.

This will first take place in the production of

those commodities which require a large expen-
diture of capital on machinery for their manu-
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facture. Then the process of concentration

(generally by absorption) will extend to those
industries in which smaller amounts of capital
are required, and so on. Open competition
within a State in the production and distribu-

tion of many commodities appears, therefore, as

likely to be ultimately eliminated, although the

possibility of using substitutes will always con-

stitute a competitive factor for as long a period
as society can be pictured. Taking this as the
trend of industrial and commercial develop-
ment, it is desirable that legislatures should
face the fact that competition is being elimin-

ated, and some other protection against un-
reasonable prices is necessary. Legislators
should also recognise that it is necessary to dif-

ferentiate between those industries in which

competition should be maintained, and, if ab-

sent, restored, and those industries in which

monopoly should be recognised and, if necessary
in the interests of the State, regulated. To
adequately discuss what department of produc-
tion and distribution should be monopolised in

the interests of efficiency and economy, and what

department should preserve competitive condi-

tions, is somewhat outside the scope of a work
of this nature. But the question of whether

monopoly should be desired or competition en-

couraged is of vital importance in any case of

legislative interference, and should determine
the nature of the means adopted to regulate the
conditions of trade. If monopoly should be

encouraged, and it is desirable in the interests

of economy and efficiency to maintain concen-
tration of control and effort, no attempt should
be made to restore competitive conditions, but
the monopoly should be recognised and the pro-
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fits of those controlling the monopoly should be

regulated. But, on the other hand, if it is

desirable in the interests of the community, par-

ticularly from the point of view of the main-
tenance of the physical and mental fitness of

the individual, that competitive effort is desir-

able, any governmental action in the direction

of price regulation should be directed towards

maintaining competition, or restoring it in the

event of its being temporarily eliminated by
artificial, and undesirable, restraint of trade,

resulting from combinations of those engaged
or interested in supply or consumption. The
means by which competition can be maintained
or restored, as a result of legislative action,
were mentioned in the introductory chapter of
this book, and include (1) Anti-trust Legisla-
tion, (2) Co-operative trading, and municipal
and state competition, (3) Alteration of import
and export duties. These indirect means of

regulating prices will now be considered, and
their efficiency will be discussed, particularly in

the light of experience gained by much experi-
mental legislation enacted in Australia.



CHAPTER IX.

Regulating Prices by Maintaining Competition
through Anti-Trust Legislation.

Forms of Monopoly Control. The Sherman Anti-Trust Law.
Anti-Trust Legislation in Australia. General Failure of Anti-

Trust Legislation.

It is intended to devote this chapter to a dis-

cussion on the feasibility of maintaining or

reintroducing competition in supply and demand
by legislative action. If the supply and the

demand of a commodity are elastic, and respond
to variation in price, the existence of a state

of competition between buyers and between
sellers will insure that prices will be adjusted
to reasonable levels

;
but if competition be elimi-

nated, monopoly control is immediately estab-

lished, and prices may become unfair and quite
inconsistent with the cost of production. For
a Government then to directly fix prices in the

interests of the State is both logical and effica-

cious. But there may be occasions when it is

more desirable, in the interests of the State, to

reintroduce competitive conditions, and so in-

sure reasonable prices of commodities by the

operation of the Law of Supply and Demand.
TJntil the commencement of the European War
in August, 1914, the efforts of Governments in

all countries, excepting Germany, had been in

the direction of protecting the community
against the effects of monopoly control, by en-

(140)
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deavouring to maintain or reintroduce compe-
tition. The laws passed for this purpose are

generally included in what is known as "Anti
Trust Legislation," and it is the purpose of this

chapter to consider the efficacy or otherwise of

this means of insuring reasonable prices.

The following are forms of combination in

restraint of trade which create monopolistic
conditions, and thereby tend to cause unreason-
able prices:

(1) A single corporation or "
holding com-

pany" having a monopoly and a con-

centrated and complete control, over
the sale or purchase of all, or practi-

cally all, supplies of a commodity.

(2) A small number of companies or indivi-

duals working under some agreement
(written or verbal, open or secret),
such agreement being for the purpose
of, and having the effect of, establish-

ing unreasonable prices either in selling
or buying.

(3) An association of a large number of in-

dividuals loosely bound together by
some common bond of interest for the

purpose of eliminating competition and

fixing unreasonable prices.

(4) A "pool" or agreement of only tem-

porary character, between operators
on the market to raise or lower prices

unreasonably. 9

Hitherto, practically all anti-trust legislation
has been aimed against the trust or combine
which possesses a monopoly in the supply of a

commodity, through its control of some phase
essential to its production, transport, or distri-
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bution. Protection of the consumer has gener-
ally been the objective of anti-trust legislation,
and protection of primary producers against
monopoly conditions in the market, where they
sell their raw materials, has been only inciden-
tal. It is now intended to give the principal
features of the more modern laws that have been

passed, and to summarise the results obtained.
The Sherman Anti-Trust Law, passed by the

Congress of the United States of America in

1890, has formed the foundation of all modern
legislation for the purpose of insuring competi-
tive trading. This law, which, owing to the
Federal Constitution of the United States, could

only apply to interstate and foreign trade, pro-
vided that,

"
Every contract, combination in the

form of a trust or otherwise, or conspirac}^ in

restraint of trade or commerce among the
several States, or with foreign nations, is

hereby declared illegal." The law also pro-
vided that "

Every person who shall monopo-
lise, or attempt to monopolise, or combine or

conspire with any other person or persons to

monopolise any part of the trade or commerce

among the several States, or with foreign
nations, shall be deemd guilty of a misdemeanor,
and, on conviction thereof, shall be punished by
fine not exceeding 5,000 dollars, or by imprison-
ment not exceeding one year; or, by both said

punishments, in the discretion of the court."

Although this law has been enacted for twenty-
six years, it appears to have been ineffective,

both in preventing the formation of trusts, com-
bines and agreements, and in insuring competi-
tion after such trust or combine has been
declared illegal, and, as far as the law is con-

cerned has been dissolved and disbanded. Legal
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actions are still being instituted by the Federal

Government of the United States against
trusts for infringements of the Sherman Law.
Yet there are very great doubts as to the efficacy

of such legal proceedings in restoring competi-

tion, and thereby insuring reasonable prices.

A committee appointed by Congress, dealing
with this subject in 1911, reported that "the

anti-trust statutes should stand, and that every

possible effort to create and preserve competitive
conditions should be made." But in a report
on the question of dealing with the trust prob-
lem in the United States, the Federal Commis-
sioner of Corporations, Mr. J. E. Davis, indi-

cated that the Sherman Act is not by any means
effective. An extract from this report, which
was written in 1913, is as follows:

" There are wide variances of belief as to the

treatment of this problem. Some maintain that the

Sherman law, in its present condition, with a few

amendments, is sufficient. Others there are who
maintain that the Sherman law, even though
amended, is negative in its effect, and not construc-

tive in attacking the problem; that what is needed
is not only a declaration of what cannot be done,
but a definition of what can legally be done. Some
offer in solution an Inter-State Trade Commission,
to proceed upon the theory that monopoly should

be frankly recognised and regulated, even to the

extent of regulation and control of prices. Others
advocate a similar commission, whose object and

purpose, however, shall not be to regulate mono-

poly, but to regulate and control Inter-State busi-

ness in supplementing the Sherman law by aiding
the Courts in the restoration of competitive condi-

tions, and in giving force to the decrees of the

Court
; charged with the additional power of de-

fining what shall constitute fair and unfair com-

petition, what shall constitute reasonable restraints

of trade, and what agreements, now apparently in

violation of the Sherman law, are not, in fact, in
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restraint of trade, and should be permitted, to-

gether with other similar powers.
"

Ex-President Roosevelt apparently considered
anti-trust legislation futile in restoring compe-
tition, and lie has advocated the recognition of

monopoly and the fixation of prices of monopoly
controlled commodities by government commis-
sions and boards. President Wilson, on the
other hand, has pursued the campaign against
trusts in the United States and several " hold-

ing companies" have been dissolved. It is gen-
erally recognised, however, that as a means of

regulating prices anti-trust legislation has been
a failure.

In Australia, notwithstanding that several

trusts and combinations have established mono-

polies, and have without question unduly raised

prices, the Federal Anti-Trust Act has been vir-

tually a dead letter. Only one action against a
combination in restraint of trade has been taken

by the Commonwealth Government, and final

judgment was given by the Courts against
the Crown. Although the monopolist and trust

have been regarded by the Australian Labour

Party as responsible for much of the increase
in the cost of living, no attempts have been
made by this party, even when in power, to enact
anti-trust legislation in the several States, and
no attempt has been made by the Federal Labour
Government to enforce the Commonwealth Law.
This in itself is an endorsement of the view that

such laws are ineffective in obtaining any real

regulation of prices, and, after all, reasonable

prices are essentially the ultimate aim and

object of anti-trust legislation.

Apart from the Sherman Act and the Austra-
lian anti-trust legislation, laws to prevent com-
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bination have been enacted in several States of

America, in Canada, South Africa, New Zea-

land, and France, but so far their effect has
been negligible, as far as restoring competitive
conditions is concerned. Even in the most ob-

vious instances of monopolistic control, it has
taken many months to prove that there was even
restraint of trade, let alone unreasonable price
as the effect of it. And the only result of a

large amount of litigation has been a great in-

convenience to business, high legal costs to all

parties, and probably less efficiency in produc-
tion because of the uncertainty of what further
action would be taken. It has been found im-

possible to legislate against secret agreements,
and no law ever will be found effective against

people selling commodities they possess, at the
same price, should they desire and privately

arrange to do so. Professor R. T. Ely, in his

work,
"
Monopolies and Trusts," 1906, has ex-

pressed his opinion on the question of the effi-

ciency of anti-trust legislation as follows:

"If there is any serious student of our economic
life who believes that anything substantial has been

gained by all the laws passed against trusts, by
all the newspaper editorials which have thus far

been opened, by all the sermons which have been

preached against them, this authority has yet to

be heard from .... The writer does not hesitate

to affirm it as his opinion that efforts along the
lines which have been followed in the past will be

equally fruitless in the future."

Experience has shown anti-trust legislation
must remain something in the nature of a poli-
tician's pious hope; its various provisions can

only be an indication of what men should, or
should not, do. Individuals will not compete if

it is to their interest not to do so, and they have
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personal or monetary association with one an-
other. If this is true of legislation designed
for normal conditions and the virtual aban-
donment of all action under the legislation in

States where it has been instituted indicates

that it is true anti-trust laws would be an abso-

lutely negligible quantity in cases of emergency,
sudden change of conditions, or abnormal cir-

cumstances. Actions in the courts taken with a
view of dissolving a trust, combine, or associa-

tion occupy months, and even years, in being
brought to a conclusion

;
and when a decision is

arrived at probably the whole circumstances have

changed, and prices are on quite a different level.

Only one conclusion can be come to : any thought
of anti-trust legislation being an effective bar-
rier to artificial and unreasonable price-fixing

by individuals or corporations in combination,
association, or agreement must be abandoned,
for it cannot insure, even when such combina-
tion or association is disbanded, that its various
units will compete.



CHAPTER X.

Regulating Prices by Co-operative Trading.

Co-operative Societies for Selling. Retail Distributing Socie-

ties. Co-operative Butter Factories. Co-operative Insurance.

Passing reference has already been made to

the question of regulating prices by creating
rival co-operative trading institutions. As a
means of preventing unreasonable prices result-

ing from the exploitation by middlemen, co-

operative buying and selling on the part of con-
sumers and producers respectively has great
potential as well as actual value., The principal
scope for co-operation lies in distribution, which,
in the case of many commodities, is as impor-
tant an item of cost as actual production, and,
more particularly lends itself to market cor-

ners and combinations.

The co-operative movement in Australia has
not had a very extended growth, a result prob-
ably due to a diversity of occupation and resi-

dence of Australian population, and to the lack
of a feeling of permanence in existing condi-
tions. Any country in process of rapid devel-

opment like Australia does not give the settled

conditions which are so essential to the success-

ful initiation and continuance of co-operative
enterprises. Furthermore, there is not the same
need for rigid economy as in Europe, as the

working classes throughout Australia are very
very much better off, and the principal food pro-

Cm)
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ducts, like meat and bread, are comparatively
cheap in price. These reasons, and a more or
less blind faith in being able to improve living
conditions and control prices by political action,
have undoubtedly militated against the estab-

lishment of extensive and numerous co-operative
undertakings in this part of the world. As far
as Australia is concerned, co-operative trading
for the purpose of regulating prices has been
restricted to :

(1) Selling of rural production.
(2) Retail buying and distribution of ordi-

nary household necessaries.

(3) Butter and cheese factories, cool stores,
and fruit packing houses.

(4) Mutual life and accident insurance.

The following statistics published by Gr. H.
Knibbs in the Commonwealth Year Book, 1916,

give particulars in the aggregate of the co-

operative societies operating in Australia :

KEGISTERED CO-OPERATIVE SOCIETIES
IN AUSTRALIA, 1914.

Number of Societies on 31st Dec., 1914 109
Total number of members 85,764
Total income for year 1914 3,143,453

Working expenses 1,921,815
Value of stock and fittings (exclusive of

Tasmania) 742,720
Cash in hand and sundry debtors . . . . 314,399
Freehold and other assets 132,237
Total liabilities (including paid up capi-

tal) 1,111,430

The largest co-operative concerns in Australia

are those carrying on the dual function of mar-

keting and selling rural production, and buying
and distributing general manufactures for coun-

try producers. The Coastal Farmers' Co-opera-
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tive Society Ltd., of New South Wales, has

probably the largest turnover of all these con-

cerns; the value of the produce sold and the

stores and machinery bought by the society for

its members amounts to over 1,500,000 per an-

num. Not only does this society act as buying
and selling agent, but it has commenced to

manufacture butter boxes for those of its mem-
bers who are dairy farmers. The society distri-

butes an annual bonus amongst those who trade
with it. The South Australian Co-operative
Union Ltd. was started in 1881 primarily for

the purpose of purchasing cornsacks for and on
behalf of farmers. The Union rapidly extended
the range of its activities, and now has a turn-

over of more than 1,000,000 per annum. The
trading profits are distributed as dividends and
not as bonuses, but aggregation of the shares
in a few hands is provided against. Another
and similar trading concern in South Australia
is that organised by the Eudunda fanners; it

has a turnover in the neighbourhood of 150,000.
In the State of Victoria there have been some

fifteen co-operative societies formed by farmers
and fruitgrowers for their mutual protection in

the marketing of their produce, and in the buy-
ing of farm stores, machinery, etc. These socie-

ties have undoubtedly had a very beneficial

effect in preventing any exploitation by the

middleman and produce merchant, and the rapid
growth of many of the societies indicates that

those who trade co-operatively are apparently
placed in an advantageous position.
An interesting case of a co-operative selling

society ending in monopoly control is illustrated

by the operations of the Australian Dried
Fruits Association of Mildura and Renmark.
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This co-operative society was originally formed
for the purpose of marketing the dried fruit

production from these two irrigation settle-

ments. A complete monopoly in the supply of
dried fruits to the Australian market was sub-

sequently established, and, although originally
formed largely for the purpose of preventing
exploitation by merchants, the organisation has
now monopoly control over both output and
prices, arranges for the dumping of surplus pro-
duction, and dictates tKe terms and conditions
of sales of its produce to merchants and re-

tailers.

The number of co-operative societies carrying
on purely retail distribution is comparatively
small in Australia, and such associations do not

play the same important part in regulating
prices as in England. The following are some
of the principal concerns in operation: The
coal miners of Newcastle and district, in New
South Wales, formed the Newcastle and Sub-
urban Co-operative Society Ltd. for the purpose
of controlling the prices of foodstuffs and

general household requisites. The Society has
a turnover of more than 100,000 per annum.
In Sydney there are five retail distributing co-

operative societies. As showing the effect of

competition from these co-operative institutions,
the report of the auditor of the Balmain Co-

operative Society, Sydney, which has an annual
turnover of over 100,000 and pays over 2/- in

the pound as bonus, is of interest. The report
contains the following reference :

" Clerks were

dispatched with identical orders, one to the Co-

operative Store and one to a neighbouring
proprietary shop. Though the prices of indivi-

dual items were found to vary slightly in some



REGULATING BY CO-OPERATIVE TRADING. 151

cases, the totals of the two lots of purchases were

exactly the same; thus it appears that 2/3 in

the 1 returned by this Sociey is nett saving."
The Adelaide Co-operative Society, founded

fifty years ago, is the oldest concern of this

nature operating in Australia. It has a turn-

over of over 200,000. In Melbourne the Civil

Service Co-operative Stores were founded about

the year 1900. Its members were mostly em-

ployees of the State Government, and their

actuating motive in forming the society was to

become independent of private traders who re-

fused credit to employees of the Victorian

Eailway Department during a strike, and at

the same time insure getting supplies at the

lowest rates. The Stores did both a general

grocery and drapery distributing business, and
at the same time ran a bakery. For several

years the society prospered. But members

gradually decreased their purchases, and finally
the society went into liquidation. Although the

Stores had little or no influence in regulating

prices of general groceries and draperies, its

bakery played a considerable part in regulating
the prices of bread charged by the Melbourne
" associated" bakers.

Several attempts have been made by retailers

to establish co-operative wholesale distributing
societies in Australia, but after operating for

some time business in each case was suspended.
A large number of co-operative butter fac-

tories have been established by Australian

dairy farmers for the purpose of providing a
market for their milk free from outside

monopoly control. Such, a perishable com-

modity as milk particularly lends itself

to the establishment of monopoly buying
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conditions, as sellers necessarily cannot

delay in realising on their produce. The
co-operative butter factory movement has been
a great success in Australia, as it has not only
insured the dairy farmer getting the best prices
for milk and cream, but in addition it has led
to the establishment of a much larger number
of factories than would otherwise have been
built. In the State of New South Wales alone
there are 68 co-operative butter factories, and
these produce 75 per cent, of the butter output
in the State. In the State of Victoria an even

larger proportion of the butter produced is made
by co-operative butter factories. One interest-

ing example of co-operation in Victoria is

worthy of mention. The Western District Fac-
tories' Co-operative Produce Company Ltd. was
formed in the year 1904 to sell and market the
butter output of a number of co-operative
butter factories. The only shareholders
in this marketing company are the several

co-operative butter factory companies, and
on a called up capital of 22,045 a nett

profit of some 7,000 per annum is earned
and distributed amongst its constituent

companies. The turnover is in the neighbour-
hood of 750,000 per annum. In this particular
instance of co-operation, the farmer sells his

cream to his co-operative butter factory, which
in turn forwards the butter to the co-operative

marketing company, which distributes it

amongst retailers.

The mutual life insurance society has been

extensively developed in Australia, and more
than three-fourths of the premiums paid go to

the funds of mutual companies, which are in

essence co-operative societies. Co-operative
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arrangements among employers associated with
the various Chambers of Manufactures in Aus-
tralia to provide workers' compensation consti-

tute another kind of co-operative action designed
to prevent exploitation resulting from monopoly
control.



CHAPTER XI.

Regulating Prices by State Competition.

New South Wales Government Industrial Undertakings.

Queensland State Butchers' Shops. Western Australian State

Trading Concerns. Other Examples of State Socialism in

Australia. Controlling Meat Prices in New Zealand.

To regulate the price and quality of the

supply of a commodity by the State entering
the trade has seldom been resorted to by govern-
ments except for the purpose of establishing
national monopolies. In Australia and New
Zealand, however, this method of controlling

prices of commodities has been tried, and some

very interesting data is accumulating as to its

efficiency. Control by the State or municipality
of water supply, railways, tramways, gas and
electric supply, sewage works, and markets is

now considered an ordinary function of govern-
ment, and need not be further considered, as

these utilities are generally in the nature of

monopolies and have been established to provide
a supply rather than to regulate its price. State

and municipal enterprise in these directions

have not been wanting in Australia.

There are numerous examples of a govern-
ment establishing an industrial undertaking to

supply its main departments with some ordi-

nary commodity. The Commonwealth Govern-

ment, for example, has established clothing and
harness factories, woollen mills, shipbuilding,

(154)
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small arms, and cordite establishments in con-

nection with its Defence Department, while

governments of the various Australian States

have erected railway workshops, cement works,
brick works, shipbuilding yards, coal mines,
etc., to supply the needs of other State depart-
ments. In most cases, no attempt has been
made to compete for " outside" business, and, as

a market for the production of the works was

already established, there has been, generally

speaking, no difficulty in running these insti-

tutions on a profitable and business-like basis.

Several of these undertakings have extended
their business to compete in general trade, and
a number of other State industrial enterprises
have been established by the various Aus-
tralian Governments solely for the purpose of

entering into competition with the private
establishments supplying the same commodity
with a view to lowering prices. There are prob-
ably more examples of State industrial enter-

prise and competition in Australia than else-

where in the world, and an analysis of what is

being done by the various governments in this

direction should be both interesting and in-

structive as descriptive of the method of

regulating prices.

STATE COMPETITION IN NEW SOUTH WALES.

State Fish Supply.

One of the most interesting examples of State

competition, having as object both the improve-
ment in the quality of a commodity and the
reduction of its price, is the State Fish Supply
of Sydney. Conceived in normal times, and
for the purpose of bettering a very unsatisfae-
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tory supply by local fishermen and retail ven-
dors (who were generally believed to have
formed a combine in the marketing of fish), the
State fishing enterprise was launched in 1915

by the introduction of three fishing trawlers
and the opening of five retail fish shops in the

city of Sydney and one in the neighbouring
town of Newcastle. Although from a financial

point of view the enterprise has been unfortu-

nate, a considerable loss having been incurred

up to the end of the year 1916, there is no doubt
that the fish supply of Sydney has been greatly
improved as a result of the State competition.
The trawlers have each a tonnage of 220, and

the total number of men employed on the trawl-

ers and in the fish shops during the year 1916
was 98. "During the first 12 months of their

operation nearly 2,000,000 Ibs. weight of fish

were obtained; this represented a value of

32,000, and as the trawling industry was not
in existence prior to the Government entering
upon the business, this sum must be looked on
as a direct gain to the community as a result of
the enterprise. In addition to trawling and the
retail selling of the fish thus obtained, the

New South Wales Government Fish Depart-
ment has established a number of receiving

depots along the coast, and fish caught inshore

by individual fishermen are there received and
forwarded to the retail shops. Opportunities
are thus given to fishermen for marketing their

fish independently of the ring which previously
controlled the Sydney fish market.
A report on the enterprise states that 71,000

customers are served in the five State retail

shops per month, one shop in Pitt-street, Syd-
ney, serving over 1,000 customers daily. It is
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estimated that trawled fish are now providing
at least 4,500,000 meals per year in the State.

Apart from the retail trade carried on at the

several State shops, auction sales of fish caught

by the trawlers are periodically held in Sydney
and the principal provincial centres.

What effect opening State fish shops has had
on the quality and price of fish sold in Sydney
is very difficult to determine, as much of the

supply for the State shops is provided by the

trawlers, and is of a very different, and gener-

ally of a somewhat inferior, quality to the "in-

shore" fish, which constituted the sole supply
of the privately owned fish stalls. The diffi-

culty is further increased by the State shops
selling by weight, whilst the private shops have

always sold their fish at per dozen, and at as

high a price as the customer is likely to pay.
Under these circumstances it is almost impos-
sible to make a reliable comparison of prices;
it is generally considered, however, that although
the price of the choicer fish has not been reduced
as a result of the State competition, a much
larger and more diversified supply has been
made available, and consumption of fish in

Sydney has greatly increased. The following
are prices of some typical fish exposed for sale

in Sydney during January, 1917:

State Fish Shop. Private Fish Shop.
Fish Price per lb. Price per Ib.

Schnapper lOd. ... Is. 6d.

Flathead 7d. ... lOd.

Mullet 4d. ... soldatGd., 9d.

and 1 s. per fish

It would thus appear that, from the point of
view of the fish consuming public, the effect of

competition by the State has been decidedly



158 STATE REGULATION OF PRICES IN AUSTRALIA.

beneficial. The enterprise looked at as a com-
mercial proposition has, however, been a lament-
able failure up to the time of publishing this

work. The financial position is best explained
by quoting from a report by the Auditor-
General of New South Wales issued in Decem-

ber, 1916. In this report he says:
"The development of a national resource such as

our fisheries is deserving of every encouragement,
and as the trawling field here was practically un-

exploited, there should be a minimum of opposition
to the State endeavouring to reap the harvest. This
industrial undertaking is therefore entitled to the

support of the community. There has been no
condemnation by me of this enterprise, which, as a

practical experiment in a line of business requir-

ing at the time of establishment more capital and
courage than could reasonably be expected from any
venturers other than a Government, deserves all aid

and assistance available. But at an early stage the

conduct of the business, as evidenced by the accounts
and the almost hopeless chaos into which the organi-
sation had drifted, called for severe criticism, which
it received. . . . After careful examination of

the whole position, I must say that the loss acknowl-

edged by the industry 10,988 on the twelve months
ended 30th June last is out of keeping with what
might reasonably be expected of the business after

all possible factors have been fully considered/'

After criticising the management of the en-

terprise, the report concludes with the statement
that:

"I am quite satisfied that under competent man-
agement the trawling industry should be one emin-

ently satisfactory to the public, but when I am
confronted in my examination of the accounts
with manifest absences of successful management I

am bound in duty to draw attention to them."

By working the business, which has a rela-

tively small turnover, at a loss of 10,988 per
annum, it would be a comparatively easy mat-
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ter to sell fish at a low price. But it appears
that selling at below cost has not been the only
cause of the unsatisfactory position into which
the enterprise has drifted financially after only
a year's operation. The accountant appointed
by the Auditor-General furnished a further

report, which gave details of the manage-
ment; and as the chief criticism that can be
levelled against State enterprise is that efficient

management cannot be relied on, and that in

the end its absence will wreck State undertak-

ings and the efficacy of State competition, it is

well to quote at length from this report, which,
amongst other things, says :

"The absence of system in fixing the selling price
of fish, etc., is lamentable, inevitably leading to one

result, and it is inconceivable that no proper attempt
has been made to obtain the cost per Ib. The gen-
eral manager seemingly fixed a selling price without

any information as to costs. . . . With such a
condition of affairs the disastrous results of the first

year 's trading can readily be understood. . . . The
stock sheets furnished were sadly deficient and value-
less. As a result estimated figures have at this late

stage been assumed by the general manager and in-

serted in the trawling account. . . . Again it is

found that no inventory apparently exists of the

original equipment, and at this stage a correct de-

cision as to what is original equipment, additional

replacement or stock cannot be arrived at. ...
Endless confusion has arisen, and it is impossible to

strictly allocate or place any reliance on the receipt or
issue of stores.

"

The report goes on to say, that the rate of

depreciation allowed by the management, viz.,
five per cent., is not by any means adequate, and
it points out that the trawlers are very highly
capitalised, having been given a book value of

13,389, when their cost, including customs

duty, was only about 10,515 each. The report
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also says that the loss for the year, 10,988, has
been arrived at by means most favorable to the

industry that is, by adopting minimum rates

of depreciation, unreliable statements of stock
and several undercharges for services rendered.
Even under these circumstances the loss is one
of 19.5 per cent, on the capital, which is

56,153. The report concludes by stating that
two features are worthy of comment in taking
the loss into consideration an item of 1700
for salaries on account of administration, re-

presenting 5.92 per cent, on sales, "a figure out
of all proportion;" and, secondly, wages and

providoring, equivalent to 44.17 per cent, of

sales. Thus 50 per cent, of the sales were con-

sumed by these two items of expenditure.

Analysing the figures supplied by the manage-
ment, the report states that purchase and inci-

dental expenses were 70.33 per cent, of receipts.

Wages and salaries amounted to as much as

49.79 per cent, of receipts, and depreciation
and interest 15.54 per cent. The total expen-
diture was 135.66 per cent, of receipts for the

twelve months' operations.

Notwithstanding the disastrous financial re-

sult as disclosed by the foregoing reports, the

New South Wales Government is apparently
so satisfied that the industry, as a State enter-

prise, is justified, that a further 75,000 was

appropriated towards the end of the year 1916
to carry on and extend this undertaking.

State Bakery and Flour Mill.

The State Bakery was established in Sydney
during February, 1914, by the New South
Wales Government primarily for the purpose
of supplying government institutions, hospitals,
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etc., with bread at the lowest possible cost. The
business was afterwards extended to selling to

the public. In this case, State competition
has probably had some beneficial effect on bread

prices in the vicinity of the bakery from the

customer's point of view; but defective delivery
and cash trading has necessarily restricted its

operations as far as general business is con-

cerned. A flour mill was subsequently ac-

quired, and during the period from 1st July,

1915, to 30th June, 1916, the trade of both the

bakery and mill greatly expanded. The sales

of bread increased from 24,179 in the previous
twelve months to 41,810, an increase of 73 per
cent., and in the same period the flour mill sold

42,766 worth of flour (exclusive of that deli-

vered to the bakery). The profits, after pro-

viding interest and sinking fund, were 3,015
for the bakery and 2,576 for the mill. Up to

30th June, 1916, i.e., a little over two years from
the commencement of operations, a total profit
of 8,690 was made by the State Bakery and
Mill. This represents 61 per cent, of the capi-
tal invested in the undertaking, but it should
be remarked that, notwithstanding the large
increase in business, the ratio of trading ex-

penses to sales for the year 1915-16 showed an
increase of six per cent. The fact that a large
proportion of the bread manufactured was sup-
plied in large quantities to the public institu-

tions has undoubtedly enabled costs of delivery
to be reduced to a mimimum. Furthermore, no
allowance need be made for bad debts, as the
whole of the trade is with government depart-
ments or for cash, and this item, which is a
considerable one in every private baker's bal-

ance sheet, has not to be provided for.
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The bakery output from June, 1914, to June,
1915, of all kinds of bread was 4,041,7971b. ;

and
the output from June, 1915, to June, 1916, was
9,000,0001b., the year's profit being 5,592/2/5.
There is no general distribution

; but the Govern-
ment institutions and the military camps are

supplied by motor-waggons.
Early in the year 1916, the New South Wales

Government decided to extend the operations
of the bakery, and deliver bread all over Sydney
and suburbs. It was, however, recognised that

the costs of delivery would be so high, owing to

the widely scattered population to be served,
that it would be useless to expect profitable
results unless a monopoly were established. The
proposal, as submitted by the Government, pro-
vided for the establishment of a number of cen-

tral bakeries in different parts of Sydney; and
from these the surrounding population would
be supplied. As the existing private bakeries
were to be bought out, and a State monopoly
created, the costs of delivery would have been
reduced to a minimum. Financial stringency
and great opposition from the existing private

bakery owners prevented the Government from

proceeding with the scheme.

State Brickworks.

The New South Wales Government estab-

lished brickworks at Homebush Bay in Novem-
ber, 1911, and at Botany in 1913, to supply
bricks for the very extensive building opera-
tions that were being carried on in and about

Sydney by the State railway and other

departments. Before the commencement of the

State works a combination of brickmaking com-

panies had increased the selling price of bricks
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to what was an unreasonable level. By means
of the works the Government has saved a large
amount of money in its own building; and by
entering into competition with the private com-

panies for ordinary business with the public the

undertaking, even if it has not actually de-

creased the price of bricks, has been instru-

mental in preventing at any rate further
increase.

The works at Homebush Bay manufactured

38,137,384 bricks during the year 1st July, 1915,

to 30th June, 1916. This number shows an
increase of 5,802,582 over the output of the pre-
vious twelve months. The cost of manufacture
was 1/5/4.46 per thousand bricks. The re-

ceipts for the sale of bricks from these works
amounted to 73,537/15/11 for the year. Of
this sum 6,768 was derived from sales to the

public in competition with private brick works
;

the balance of the receipts was derived from
other government departments. The actual net

profits for the year amounted to 9,134/10/4,
and represented 10.6 per cent, on the capital

outlay. A feature of the working of this in-

dustrial undertaking was that bonuses amount-

ing to over 1,000 were given out of profits to

the employees, to whom holiday pay was also

allowed.

The State brickworks situated at Botany was
not so successful, a result probably due to their
small output. During the year 1st July, 1915,
to 30th June, 1916, 4,730,359 bricks were made
at a cost of 1/13/3.48 per thousand. This cost

was 5/4.9 less than in the previous year, but as
the selling price was 6.45d. per thousand lower,
and the trading and profit and loss charges
5/3.44 higher, the actual total loss, which
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amounted to 2,626/19/9, was higher. The capi-
tal outlay by the State on this brickworks is

29,395; 1,521 was provided for depreciation
in machinery, etc., during the last year of opera-
tion, and the accumulated loss on the works was
10,601 at the end of June, 1916.

State Metal Quarries.

Three metal quarries were established by the

New South Wales Government for the purposes
of supplying the requirements of its own de-

partments, Sydney municipalities, and private
individuals. The quarries at Kiama and Port
Kembla are the longest established, and a total

capital of 80,094 had been invested in them up
to 30th June, 1916. The sales for the previous
year were 35,376 to government departments
and 56,465 to municipal councils and private
firms. In addition to actually quarrying and

crushing the metal, distribution by steamer
and motor waggons is also carried out by the

G-overnment. The profit on the operations of

the year ending 30th June, 1916, amounted to

6,691, after providing for interest, sinking
fund and depreciation.

State Timber Yards and Building Workshops.

These were established in July, 1913, for the

purpose of supplying government departments
and the general public. The results of the opera-
tions for the year ending 30th June, 1916, show
an increase of 106 per cent, over the previous

year, and amounted to 213,074. Of this total

137,645 was accounted for by business with
other government departments, but 75,428
worth of timber, etc., was sold to the public in

competition with private saw mills. The out-
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lay of capital on the timber yards was 159,887
in June, 1916, and the gross profit shown on
the year's operations was 40,860; this repre-
sented nearly 25 per cent, on the capital in-

vested. After allowing for interest, deprecia-
tion, and contribution to sinking fund a net

profit of 2,855 was shown. The previous year
showed a gross profit of only 6.7 per cent., and
previous deficits totalled nearly 30,000. Dur-

ing the years 1914-5-6 very considerable in-

creases took place in the selling price of timber,
and, as these yards had large stocks on hand,
the abnormally high profit made in the last

mentioned year is easily accounted for.

State Lime Works and Joinery Works.

Both these works have ceased to trade, as

their operation involved the State in continuous
loss. In regard to the latter enterprise, the

Auditor-General for the State reported as fol-

lows: "The undertaking has ceased to trade,
and until some action be taken to replace the

loan account and the losses in capital the liability

for interest and sinking fund contribution will

continue to add to the already extensive accu-

mulated loss, which was caused mainly through
the destruction of the works by fire."

Other State Industrial Undertakings.

The Government of New South Wales has
also established a clothing factory, pipe works,
motor garage, etc., but as their operations do
not extent beyond other government depart-
ments, and do not therefore enter into compe-
tition with private enterprises, there is no need
to go into any detail.
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Summary.
The State industrial undertakings, as they

are called, are subject to a special Act of Par-
liament which requires that all their financial

transactions be kept under continuous exami-
nation by the Auditor-General, who has to audit
and certify to the correctness of all balance-

sheets, trading and profit and loss accounts.
The capital has been provided by the Govern-
ment either out of loan money or revenue, and
interest at the rate of five per cent, is charged.
It is obligatory on each undertaking to estab-

lish a sinking fund so that the advance from the

State will be ultimately discharged. One diffi-

culty that is likely to occur in the case of those

undertakings catering both for other govern-
ment departments and the public is that the
former are liable to be overcharged to make up
for loss in selling to the public.

STATE COMPETITION IN QUEENSLAND.

State Butchers' Shops.

Since the advent of Labour Government in

Queensland in 1914, many proposals to regulate
the quality and prices of commodities by State

competition have been put forward, but up to the

end of 1916 government enterprise in the actual

retailing of foodstuffs was restricted to the
State butchers' shops in the cities of Brisbane
and Rockhampton. Previous to the year
1914, the price of cattle and meat in

Queensland had been abnormally low, but
the advent of modern American meat
packing works in Queensland completely
altered the position, and the price of cattle and
meat advanced to a parity with what it was else-
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where. The ostensible reasons which actuated
the Queensland Labour Government in entering
into competition with existing meat vendors by
setting up retail butchers' shops is well set out
in an article in the

"
Queensland Worker" of

6th July, 1916; an extract from this article is

as follows :

"The establishment of a State butcher's shop at

Koma-street, Brisbane, on November 12, 1915, was
one of the first important Socialistic acts of adminis-

tration of the Labour Government of Queensland.
The plan then adopted by the Ministry formed the

only effective means by which an Administration,

sincerely desiring to protect the living standard of

the people, could meet the developments of the pre-

ceding twelve months and what promisd to be the

development of the immediate future. Prices had
doubled themselves within a year. Beef procurable

shortly before the outbreak of the war at 6d. per Ib.

was sold at up to a shilling. State regulation of

prices had gone but a short distance towards afford-

ing protection. Every effort at restriction was met
with howls of protest from retailers and producers,
who declared the Price Control Boards were threat-

ening them with ruin. There was no means of

checking the accuracy or otherwise of these claims:

and between the fleeced consumers on one side and
the noisy private exploiting interests on the other,

the Government was placed in a false position.

Ministers knew full well that an extortionate price
was being charged for a necessary article of diet;

but until establishing the State shop there was no
evidence with which to prove any such contention.

Neither were there practical means for dragging
down prices to a fair level."

In addition to the Roma-street shop, the

Government opened two other shops in Bris-

bane and two more in Rockhampton, the largest

provincial centre in Queensland. The business

done at the State butchers' shops is strictly for
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cash, and delivery is given only over the coun-
ter. As models of cleanliness and examples of
modern equipment these State shops are in

advance of private establishments, and there

is little doubt that the quality of the meat is

as good as that sold by other butchers.

In regard to the influence that State compe-
tition has had on the price of meat, contrary
opinions have been expressed, and figures avail-

able are most contradictory. The first shop was
opened in November, 1915, and the average
retail prices of meat in ten leading shops in

Brisbane during the months of October, Novem-
ber and December, 1915 (i.e., just before and

immediately after the commencement of State

competition), according to statistics published
by the Commonwealth Bureau of Census and
Statistics, were as follows:

BRISBANE RETAIL PRICES OF MEAT.

Pence per Ib.

Meat. Oct. Nov. Dec.

Beef Sirloin 9.00 . . 8.75 . . 8.90

Rump Steak .. 11.30 .. 10.90 .. 10.95

Mutton Leg 7.90 .. 7.35 .. 8.25

Chops .. .. 8.65 .. 8.30 .. 9.20

These figures can hardly be taken as abso-

lutely representing the effects of State compe-
tition, as there may have been additional causes

contributory to the change in prices. Taking
them for what they are worth, it cannot be said

they show a reduction in the cost of meat. In-

deed, prices for meat in Sydney, the nearest

city in which price records are available, varied
in the same directions, as the following table
shows :
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Oct.

. 11.83
. 14.33
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It must be remembered that the article from
which the above extracts are made was written

primarily in support of the policy of State com-

petition. In November, 1916, however, an

impartial investigation of prices showed the

following result :

Beef Roast Sirloin . .

Sausaeres .
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lowed a number of people will not trade at the

Rockhampton State shops notwithstanding the

considerably lower prices that are charged for
meat. But the State competition has very seri-

ously affected the profits and turnover of the

private shops, and must put the smaller shops
in the vicinity of the State establishments out

of business. It is contended that the quality
of meat sold by the Government in Rockhampton
is not as good, generally speaking, as that sold
in the private shops.

According to a report issued in November,'
1916, there had been 390,729 customers to the
three State butchers' shops in Brisbane between
the date of their opening, 12th November, 1915,
and 30th September, 1916. The cash takings
for this period were 50,136/2/8. The average
number of people per day who visited the shops
was 2,546, and the average purchase per custo-

mer was worth 2/6|. In addition to the retail

business carried on at the various shops, the
butcher's shop department carried on, under
the name of "

Supervisor's Sales," what might
be termed a wholesale trade. Purchases of meat
were made under the agreement with the vari-

ous meat export companies for the State shops,
other government departments, and the defence

authorities; a co-operative society was also

supplied.

In regard to the capital outlay on this State

undertaking, 2,000 was as first made available

by the Queensland Treasury, but by 30th Sep-
tember, 1916, such advances amounted to over

7,000. This sum was more than covered by
assets (in shape of sundry debtors), which on
that date amounted to over 12,000. Interest
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at the rate of five per cent, is charged on all

advances made by the State Treasury.
A profit and loss balance-sheet of the State

butchers' shops department for the period 5th

November, 1915, to 30th September, 1916, is as
follows :

WOEKING EXPENSES.

s. d. s. d. s. d.

To Wages - - 3,272 11

Supervision and
Clerical Assist-

ance - - 350
Bent - 1,379
Bates 12

Lighting - 72
General Expenses 962
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additional 15,000 was made available by the

Queensland State Treasury for the purchase of

stocks, etc. Since its inception the mill has been

conducted on commercial lines, and has sup-

plied other State departments and the public
with timber, joinery, etc, "at prices below the

current list rates," according to the report of

the Auditor-General. Sales realized the sum of

32,211, and of this amount 60 per cent, was
from the general public and 40 per cent, from
other State departments. The profit and loss

account for the first 9J months of its operation
showed a nett loss of 1,380/15/8, and the gross

profits were 2,689/6/1, a sum which showed the

low rate of only 8.34 per cent, on the sales. No
information of value is available as to the effect

this State competition has had on the prices of

timber, etc.

State Cattle Stations.

As an adjunct to the State butchers' shops,
the Queensland Government has acquired (No-
vember, 1916) four cattle stations for the total

sum of 435,461. The total number of cattle

on these stations, the land of which is leasehold,
is over 60,000.

STATE COMPETITION IN VICTORIA.

The State of Victoria, never having had a

Labour Government except for the period of

a few days has comparatively few State en-

terprises apart from the railways and water

supply works. In no case, with the exception of

a workers' compensation insurance office, has the

Government established any enterprise for the

purpose of competing with* private individuals.

There are, however, a number of industrial un-

dertakings which have been started on what
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have been termed national grounds. Of these

the principal is the State Coal Mine, run as a
branch of the State Railway Department,
which absorbs all the large coal the mine pro-
duces. By a special provision inserted in the

Act at the instance of the conservative party in

the Victorian Parliament, the State Coal Mine
is prohibited by law from selling large coal to

the general public, and this notwithstanding
that practically all other coal supplies have
to be imported. The coal mine employs
some 750 hands, and it is significant that, al-

though the conditions of employment are better

than in privately owned mines, there are many
strikes and interruptions to work; as a matter
of fact, the full working days do not average
more than 250 per annum. The original capi-
tal invested in the mine was some 50,000, which
was advanced from the Treasury. After allow-

ing for depreciation and paying interest on
the capital cost, a profit of 1,569 was made in

the year 1915-6. The price of coal, as sold to

the State Railways, is that equal to the cost of

purchase from other sources. The small coal,
of which there is more produced than the rail-

ways can absorb, is sold to the public. This
action has had the effect of preventing an in-

crease in prices of this class of fuel.

The Maffra Beet Sugar Factory fell into the
hands of the Victorian Government, which had
advanced, by way of first mortgage loans, some
60,000. The operations of the factory are

carried on at a loss; but as the beet sugar in-

dustry is considered a national undertaking,
this loss must not be looked at from a purely
commercial point of view. To assist the fruit
and other rural industries the Victorian Gov-
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eminent has erected numerous cool stores, and
these act in a small measure as competitors to

private concerns. All these stores are carried
on at a loss, but the gain to the State as a result

of their erection more than outweighs any small
loss on working expenses. In several cases the
State has sold cool stores to co-operative com-

panies formed by producers in the vicinity.
The State Shipbuilding Yard, erected at a cost

of over 100,000, is worked at a considerable

annual loss. Its operations have been limited

to construction and repairs for government
departments, harbour trusts, etc.

;
in this regard

it acts as a competitor to private engineering
firms, but, as far as the general public is con-

cerned, this State enterprise has not attempted
to compete against private firms.

STATE COMPETITION IN SOUTH AUSTRALIA.

Apart from irrigation works and cool stores,
there have been few industrial undertakings
started by the South Australian Government.
State owned cement works, and a State timber

yard, supply the requirements of the Govern-
ment departments and other public institutions,

but, as far as general trade is concerned, the

State industrial enterprises in South Australia

play little, if any, part in influencing prices by
competing against private trading companies.

STATE COMPETITION IN WESTERN AUSTRALIA.

Probably the most interesting, and certainly
the most far-reaching examples of State indus-
trial enterprises, initiated for the avowed pur-
pose of reducing prices by State competition,
are to be found in Western Australia. With
the advent of the Labour Government in this

State, considerable sums of money were devoted
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annually to the establishment of Government
owned and controlled undertakings. The most

important of these are the meat stalls, fish and
milk supplies, steamships and hotels. The
State agricultural implement and engineering
works, saw mills, brickworks and ferries are
also undertakings of considerable magnitude,
and deserve mention, particularly as they have
involved the State in very large losses.

State Meat Supply and Farm.

One of the first and most interesting actions

taken by the Western Australian Labour Gov-
ernment in initiating its policy of State com-

petition in the supply of general commodities
was to establish butchers' shops in Perth, and

arrange for additional supplies of live stock

from the north-western parts of Western Aus-
tralia. The prices charged for meat at the

State shops were at first lower than those

hitherto demanded by the private shops, but
after some months of operation meat prices

throughout Perth became more or less equalised.
There can be no doubt that the effect of the

State entering the meat trade has been to pre-
vent exploitation by those engaged in supplying
meat to the more populated parts of the State,
and establishing the four retail shops in Perth
and its vicinity must have considerably cur-

tailed the profits of the retailers who had busi-

nesses in the neighbourhood. A report on the

question of meat prices in different parts of
Australia was made to the Federal Labour Gov-
ernment during the year 1916. Mr. Tudor, the
Minister of Customs, in summarising this re-

port, said that meat is from 2d. to 3d. per Ib.

cheaper in Western Australia than in New
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South Wales and Victoria, though the ruling
rates for stock differ to the extent of only a few

shillings in the case of sheep and lambs and a

small percentage in the case of cattle. The re-

port gave the following as the retail prices of

beef in Perth and Fremantle :

Roast Beef Per Ib.

State Butchery 6d. to 7d.

Other butchers 6d. to 8d.

Rump Steak
State Butchery lOd.

Other butchers lOd. to l/-

Beef Steak-
All butchers 6d. to 8d.

The following figures give the financial results

of the operations conducted by the four State

Butchers' Shops at Perth, Fremantle, Subiaco

and Midland Junction:

PROFIT AND Loss STATEMENT FOR YEAR ENDING
30TH JUNE, 1916.

To Live Stock purchased (less stock
on hand, 721/15/6) 19,789 1 6

Abattoir and Saleyard Dues .... 1,420 18 6

Fodder, Fares and Freight 3,549 14 6

Head Office Salaries, Kent and Sta-

tionery 576 10

Audit Fees 35 10

Plant and Tools

Depreciation . .

Items written off .
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The following statement shows the financial

position of the State Meat Supply since its in-

ception and up to 30th June, 1916 :

ASSETS.

Sundry Debtors - - - 868 11 5

Plant - - 675 8 7

Stock on Hand - 783 19 11

Expenditure in advance - 10 2 9

PROFIT AND Loss ACCOUNT

Loss on whole-

sale operations
to 30/6/15 - 4,625 5 1

Less Profit,
1915-16 - 236 1 11

4,389 3 2

Profit on retail

shops to 30/6/15 1,099 18 2

For year ended

30/6/16 - 370 15 2

1,470 13 4

2,918 9 10

5,256 12 6

LIABILITIES.

Colonial Treasurer -
.-

- 227 14 5

Sundry Creditors - - 5,028 18 1

5,256 12 6

To provide supplies for its shops, and private
butchering establishments as well, the Western
Australian Government not only carries on
wholesale stock buying operations in the north-

western part of the State, whence the cattle are

shipped by the State-owned steamers to Fre-

mantle, but has also established the Yandanooka
State Farm, which, in addition to being used
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for stock fattening, carries on extensive experi-
ments in wheat growing. The following extracts
from the report of the manager of the Yanda-
nooka State Farm and Meat Supplies will give
some idea of the scope of these operations dur-

ing the year ended 30th June, 1916:

"At the beginning of the year we held 5,090

sheep, 144 head of cattle, and plant valued at 750.

These were supplemented by purchases of 6,000 sheep
and 1,073 head of cattle, of a total value of 15,750.
We have sold approximately 22,000 in stock, wool,
skins, etc., and held on June 30, 1916, 4,500 worth
of stock and plant, and I estimate the gross profit
on our stock operations at 10,750. Against this

the following items have to be deducted: Interest,

4,040; working expenses (including keep of em-

ployees), 1,000; miscellaneous expenses, 100; fod-

der and maize, 350; totalling 5,490, leaving a net

profit of approximately 5,260. . . . The prospects
for the season are very favourable, and with the

considerable number of stock we have travelling for

the estate at the present time, I confidently look
forward to a profitable year, and hope in the near
future the Government will decide to purchase some
stud stock as a means of improving the herds in our
State."

The results of the farming operations during
the same period showed the very satisfactory

profit of 3,825. The quantity of wheat pro-
duced was 21,016 bags and about 500 tons of

hay, the total output being valued at 14,400.
In regard to the retail distribution of meat, the

report goes on to say:
"
Owing to the scarcity and high price of meat

during the past year I have had some difficulty in

making the meat stalls pay, but will be able to show
a profit of revenue over expenditure of about 200

after writing off depreciation and all expenses. The

consumption of meat during the period under re-

view has been 1,047 cattle, 6,406 sheep, 189 pigs."
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State Fish Supply.

The Western Australian Labour Government
commenced retailing fish in November, 1914.

Prior to the State entering the business, the

supply of fish in Western Australia was very un-

satisfactory, and was in the hands of a number of

Greeks and Italians, who worked more or less

in combination, and at the same time showed
little enterprise in improving the quantity and

quality of the fish. To remedy the disabilities

under which the public suffered, the Govern-
ment instituted fish stalls in Perth and Fre-
mantle. To provide the stalls with fish a num-
ber of fishing vessels were fitted out by the

Government Fisheries Department; and this

supply was supplemented by purchase in the

open market from private fishermen. In addi-

tion to selling it in the stalls in Perth, fish was
also forwarded to other centres of population
in Western Australia for distribution.

During the first year of its operations the

fishing enterprise cost the State 3,183, or at

the rate of 263 per month. This loss con-

tinued to increase, and, to try and improve the

financial position, the Government, in March,
1916, promised the men engaged in the under-

taking a bonus if the output of fish were in-

creased and they worked longer hours. The

output of fish was at first only four tons per
week, but after the introduction of the bonus

system the quantity of fish caught was increased

to fourteen tons. This materially improved the

financial position of the enterprise, as the fol-

lowing figures will show:
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RECEIPTS AND EXPENDITURE FOR APRIL, 1916.

Cash receipts 1014 4 4

Sundry creditors 121 15 4
Value of fish on hand, less value of fish

on hand at beginning of month . . 370 2

Total receipts 1506 1 8
Total expenditure 1049 2 6

Total profit 456 19 2

This statement makes no allowance for in-

terest or depreciation ;
the latter item is of con-

siderable importance, as the fishing vessels

require constant repair and have a compara-
tively short life.

To give some idea of the extent of the business

carried on by the State Fish Stalls, it might be
mentioned that on Thursday prior to Good Fri-

day the cash takings at the fish stall in Perth
was 138/3/6, and the number of customers
served was 1,722. The Public Accountant, in a

report on the enterprise, dated 26th July, 1916,
said :

"The loss on the fish supply from inception in

November, 1914, to 8th February, 1916 (this being
prior to the bonus system), and exclusive of interest

and depreciation, etc., amounted to 4918. Since
the operation of the bonus system, that is from
March to 30th June, 1916, a profit of 598 is shown.
This is also exclusive of interest, depreciation, etc.

No allowance has been made for repairs to the

'Torrens,' which I understand are extensive.'*

Referring to the policy of the Liberal Govern-
ment which took the place of the Labour admin-
istration in 1916, the Colonial Secretary, on 19th

September, 1916, said in regard to the State

Fish Supply as follows:
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"It is not the policy of the Government to carry
on competitive trading enterprises of this sort, and
the Government would take the earliest opportunity
to get rid of it."

State Steamship Service.

A line of steamers was instituted by the

Western Australian Government for the pur-
pose of providing improved communication to

the north-west coast of the State, and with a
view to reducing freights and fares. Hitherto
there had been no competition between the pri-
vate companies trading to this part of the Com-
monwealth; freights and fares were conse-

quently high. The State service was better, and
the freight and passage freights were lower, so

the private steamers were almost immediately
withdrawn from the trade. Notwithstanding
the fact that the State was thereby given a

monopoly in the trade, considerable loss was
incurred in maintaining the service. The Gov-

ernment, beset with labour difficulties, largely
curtailed the running, and sold some of the

steamers it had purchased.
In regard to the financial results of this State

undertaking, the Premier of Western Australia,
on 19th September, 1916, said :

"The State Steamship Service shows a loss since

its inception to 30th June, 1915, of 63,150, the

approximate loss for the year ended 30th June, 1916,
was 16,850, making a total loss of 80,000."

The enterprise, however, must not be judged
by the profit or loss that has been made; the

whole undertaking should be looked upon in

very much the same way as a new railway built

to develop and serve a remote part of the coun-

try. That the State steamers have been success-

ful in this regard, and have given a very much
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improved service, is admitted by even those op-
posed to State enterprises in any shape or form.
The Colonial Secretary in the Ministry which

supplanted the Labour Government, and which,
as a matter of policy, was against the State

steamship service, admitted that the State steam-
ers have constantly endeavoured to give the

remote north-western part of the State a more

thorough service than was previously provided.
And this is fully appreciated in the districts

served. But for the Government establishing
its line of steamers, it is very probable that the

dearth of shipping which occurred in the years
1915 and 1916 would have placed the trade to

this portion of the State in a very precarious
position, and it is quite possible that the loss to

the trading community would have been far

greater than the loss incurred by the State in

running the steamers. The two principal causes

for the bad financial result have been the age
and unsuitability of the steamers bought for the

trade, and, secondly, the fact that much too good
a service was provided for the amount of freight
and passenger traffic offering.

State Saw Mills.

This undertaking was started largely for the

purpose of developing the timber resources of

Western Australia and providing work for the

unemployed. Price cutting, though incidental,
was not the primary object of the Government
in entering the timber industry, which had
hitherto been controlled by what was virtually
a private monopoly. Up to 30th June, 1916, a

total capital expenditure of 241,155 had been
made by the Government on this undertaking.
The revenue from timber sales amounted to



STATE COMPETITION IN WESTERN AUSTRALIA. 185

193,414 during the year 1915-16, and on this a

gross trading profit of 25,994 was made. After

allowing 11,230 for depreciation, and 10,442
for interest on the capital advanced by the

State, a net profit of 4,320 was made for the

twelve months. A large part of the timber pro-
duced was for the Commonwealth and State
Governments.

State Quarries.

The establishment of quarries at Boya in the

year 1912 by the State Government was a com-

paratively small industrial undertaking. About
6,000 has been expended on the quarry. The

financial results of its operations have been as
follows :

Year. Profit. Loss.

1912-13 200 3 10
1913-14 296 14 10
1914-15 299 6 7
1915-16 . 409 6 5

Total to 30th June, 1916 708 13 496 18 8

The sales of stone amount to 9,493 per an-

num, so, after supplying the requirements of
other government departments, little stone is

available for purposes of general trade.

State Brickworks.

This undertaking was started by the Govern-
ment for the purpose of supplying State require-
ments, and regulating prices by competing in

general trade. Altogether nearly 30,000 was
provided by the State for these works.
The first bricks were produced in the be-,

ginning of the year 1915, and a total of

9,644 was received from sales during the

year 1st July, 1915, to 30th June, 1916. On this
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a loss of 674 was made after allowing 1,320
in interest charges and 1,126 for depreciation.
Mr. W. D. Johnson, who was Minister of

Public Works in the Labour Ministry which
initiated the State Brickworks, in justifying its

establishment, said:

"As a matter of fact there has not been a loss

at all. We have supplied to the State no fewer than

1,700,000 first-class bricks at the rate of 40/- per
1,000, whereas just before the establishment of the

State Brickworks we were paying 63/- per 1,000
for the same class of brick."

On the other hand, whether from a desire to

discredit the previous Government which estab-

lished the works, or because of really altruistic

motives, the new Government's attitude in re-

gard to the State Brickworks was outlined in

the following official notification:

"In this enterprise there is employed a capital
of 30,000, and the loss, including depreciation, for

the fifteen months ending 30th June, 1916, was

1,000. Endeavours will be made to get rid of this

venture, every care being taken to protect the State

against loss."

Towards the end of the year 1916 the Govern-
ment sold the works to a private company.

State Ferries.

The passenger ferry steamers plying on
the Swan River at Perth were taken over by
the Western Australian Government in the year
1912. During the first fifteen months of State

control a profit of 1,250 was shown, and in the

following year 1,060 more was received than

was expended. In the third year, however, all

profit disappeared and the operations resulted

in a loss of 396. This change in the financial
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position of the enterprise was largely due to

the building and running of a, new, large and,
it is said, unsuitable, ferry. To improve mat-

ters, the service was restricted and fares were

increased; but, though a larger revenue was
earned, the expenditure on running the ferries

went up, and during the year ending 30th June,
1916, a loss of 355 was made. This was the

financial position when the Labour Government,
which was responsible for the State taking over
the ferry service, was put out of office, and the

Colonial Secretary of the new Ministry, in out-

lining its policy on 19th September, 1916,
said :

"that whatever alteration is made, the convenience
of the public will be studied first, and then it will

be the desire of the Government to get out of this

losing venture as quickly as possible.
"

State Implement and Engineering Works.

This industrial enterprise is one of the most

interesting examples of a State establishment

carrying on a highly technical industry which

employs a large number of hands, and which

stands, at the same time, in open competition
with local manufacturing concerns and import
houses. The Western Australian Government
has carried on this undertaking at a loss since

its inception in 1913. In the year 1913-14 the
loss was 6,946, in 1914-15 it was 33,323, while
in 1915-16 the deficiency was 25,774, or a total

of 66,062. The buildings, plant, machinery,
etc. cost 94,459, and the stock on hand at 30th

June, 1916, was 72,631. The whole of the cost

of the works, stocks, and loss on working account
has been provided out of the funds of the State

Treasury. The following is the manufacturing
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account for the twelve months 1st July, 1915,
to 30th June, 1916.

MANUFACTURING ACCOUNT..

Dr.

Stock on hand, 1/7/15 46,552 3 3

Wages, 66,353/15/5; holiday wages,

2,760/6/11 69,114 2 4

Materials, fuel, etc 65,060 14

Hire of plant 276 13 8

Expenditure other 1,557 14 2

Salaries (stores' staff) 1,270 4

Salaries (manager) 296 9

Gross profit to profit and loss account 6,400 12 7

Total 190,528 9 4

Cr.

Sales Government engineering, in-

cluding Commonwealth, 51,905

16/1; other engineering, 3,349

6/- ; implements, 51,331/7/11;
do., parts, 5,813/2/7; goods not
own manufacture, 1,633/3/6 . . 114,032 16 1

Capital adjustment 4,264 12 9

Stock on hand Completed machines,

14,867/4/1; machine parts (com-

plete) , 30,175/3/7 ;
machine

parts (incomplete), 7,375/1/10;
bolts, 250/3/8 ; engineering
works' orders, 11,667/14/5; cast-

iron pipes and specials, 5,880

19/6; sundries, 1,964/13/5; sta-

tionery, 50 72,231 6

Total 190,528 9 4

The profit and loss statement for the same

period is as follows:



STATE COMPETITION IN WESTERN AUSTRALIA. 189

PROFIT AND Loss ACCOUNT.

Dr.

Stationery (stock on hand 1/7/15) . . 741 18 3

Depot expenses 772 2 9

Salaries 2,983 16 10

Travelling allowances, postages and

telegrams, freight and cartage

(,5174/1/-), general incidentals

(429/2/9), commission (710),
etc 9,470 11 7

Departmental charges, 1,455/10/-; in-

terest payable, 16,522/12/3; bad
and doubtful debts, reserve ac-

count, 2,346/7/5 ; depreciation

account, 5,518/15/9 25,843 5 5

Total 39,811 14 4

Cr.

Balance from manufacturing account 6,400 12 7
Interest account (accrued), 3,396

18/9; exchange and stamps, 17

16/6; railage and cartage to

customers, 3,821/6/11 7,236 2 2

Stationery (stock on hand) 400 7
Loss 25,774 19

Total , . 39,811 14 4

It would be difficult to estimate to what exact
extent the large and continued loss on this pro-
ject is due to the general inefficiency seemingly
inseparable from governmental ownership and
control; there is, however, little doubt that a
considerable part of the loss is due to inefficient

work resulting from management necessarily
weak, as a result of political interference. In
the short history of the enterprise there have
been several examples of workmen being re-

tained or reinstated, because of the influence they
could exert through the political organization
of the Labour Party. In such circumstances it
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is virtually impossible to conduct manufactur-

ing, efficiently and economically, as the labour is

organized into unions which select the members
of Parliament and control the Labour Govern-
ment. There must also be a considerable loss

caused by the enterprise undertaking work
which cannot command sufficiently high price,
on account of competition from without the
State. A compensating feature which must not
be forgotten, is that the works have manufac-
tured machinery which would otherwise have
had to be imported.
With the change in the Government which

occurred during the year 1916, the State Imple-
ment Works came in for particular investigation
by the new Anti-Labour Ministry, as its mem-
bers had always singled out this enterprise for

special criticism in their opposition to the policy
of State competition. The Premier, in announc-

ing the policy of the new Government in regard
to this State undertaking, said:

"The plant is being re-valued, and it is reported
to us by expert advisers that much of it is unsuit-

able for cheap production; that the works are badly
planned, and* that to alter them to bring them into

conformity with modern practice, to produce eco-

nomy in working, would require the expenditure of

a large sum of money.
"

Summary.
In addition to the foregoing industrial under-

takings initiated by the Western Australian

Labour Government, several State hotels were
established in remote parts of the country, and
numerous crushing batteries and cool stores were
erected to assist the mining and rural industries

respectively. The following figures give the

financial results of the Western Australian State

enterprises :
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Before concluding this record of what are

probably the most extensive experiments in State

competition in the supply of ordinary commo-
dites, it is desirable to give some opinions that
have been formed by responsible people as to

the efficacy of so extensive an application of
State Socialism. Unfortunately, the whole

question has been made one of party polities.
The industrial undertakings were initiated by
the Labour Government in furtherance of its

policy of nationalising production, distribution

and exchange and regulating prices in the in-

terests of consumers, who were their principal

political supporters; the Liberal Party, on the

other hand, opposed the policy on general prin-

ciples. In these circumstances, neither the
establishment of the undertakings by the

Western Australian Labour Government, nor
their subsequent curtailment or abandonment by
their successors in office, the Liberal Govern-
ment can be regarded in coming to any decision

as to the efficacy or otherwise of the policy as

far as regulating prices of commodities is con-

cerned. Little attention seems to have been

paid by either party to the ultimate effect of

State competition, and the principal criticism

has been on account of the financial loss sus-

tained by the State in practically every case.

The advantages to the people of Western Aus-
tralia that have accrued as a result of State

competition in trade are difficult to assess, and
advocates of State Socialism cannot point to

actual figures to balance the serious losses suf-

fered by the State in carrying on the policy.
In any case, however, two or three years is

hardly long enough to give results sufficiently
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reliable to justify or condemn the policy as a
whole.

The attitude of the Liberal Government which
succeeded the Labour Ministry responsible for

initiating State trading in Western Australia
is summarised in the following remarks made
by the Premier on 19th September, 1916 :

"The policy of the Government is certainly not
to hamper legitimate private enterprise. We do not
believe in competition with our own citizens. That
state of affairs has been condemned by the experi-
ence of the past five years. Efforts will be made,
and strong efforts at that, to minimise the loss, and
we will restrict the operation of all these enter-

prises so far as we can to our own State require-
ments. "

A more valuable opinion on the question is

that expressed by a Liberal member of the
Western Australian Parliament when he said :

"It is contended that though in several instances

the State has lost in actual cash, there has been a

benefit to the people, as in many cases these con-

cerns have only been acting as policemen in pro-

tecting the citizens. But the State itself in its

public works and other undertakings has also bene-

fited materially in that the operations of the trading
concerns have not only kept down prices of commo-
dities, but have enabled them to be purchased at a
much less price than before the operation of State

trading.
' '

Early in the year 1917, a bill was carried

through both houses of the Western Australian

Parliament, authorizing the Government to sell

as going concerns, or otherwise, the several State

trading undertakings which had been established

by the Labour Government. It is very doubt-

ful, however, if each enterprise was considered
on its merits by the new Ministry or by Parlia-
ment.
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INDUSTRIAL UNDERTAKINGS CARRIED ON BY THE
AUSTRALIAN COMMONWEALTH GOVERNMENT.

Mention has already been made of the fact
that the Federal Government of Australia has
established several industrial undertakings for
the purpose of providing for the requirements
of its Defence and Postal Departments. The
small arms, cordite, clothing, and harness fac-

tories, and the woollen mill supply only govern-
ment requirements. As these concerns do not
enter into competition in supplying the general
public, they regulate the prices only as far as

Government orders are concerned. The total

capital expenditure on the five Federal Govern-
ment factories is as follows : Small Arms Fac-

tory, 159,000; Cordite Factory, 98,000; Cloth-

ing Factory, 20,000; Harness Factory, 14,000;
Woollen Cloth Factory, 135,000.

In the Northern Territory the Federal Gov-
ernment has established a number of trading
undertakings. In 1915 an ordinance was passed
whereby the Commonwealth Government as-

sumed control of the importation and sale of

liquor in the Northern Territory. Hotels at

Port Darwin and Pine Creek were taken over

by the Federal authorities and a supervisor of

hotels was appointed to manage the liquor trade

generally. One of the first incidents in connec-

tion with the assumption of control by the Gov-
ernment was a strike of hotel employees, who
demanded and obtained considerable increases

in wages above those paid by the previous pri-
vate employers. By controlling the hotels the

State regulates the retail selling price and

quality of liquor and exercises similar power
over the accommodation. A State laundry was
also established in Port Darwin for the dual
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purpose of reducing the cost of washing and
providing increased facilities.

State Butchers' Shops in New Zealand.

The opening of two State butchers' shops in

Auckland, the largest city in New Zealand, is a

very interesting example of State competition
in retail supply instituted for the purpose of

preventing an increase in the price of a neces-

sary commodity. The steps which led up to the

opening of the shops should be recounted. In
December, 1916, the Auckland Master Butchers'
Association decided to increase the retail selling

price of meat
;
the reasons given for this decision

were that the price of stock had increased since

the last schedule of retail prices had been issued

(some six months previously), and that there
was not sufficient margin of profit at the exist-

ing prices, it being pointed out that as many as

twenty-four shops had closed. The New Zea-
land Board of Trade, after making inquiries,
considered that the proposed increases were not

justified, and, in order that the butchers might
have no excuse, the Board offered to supply
them with meat from the stocks that had been
commandeered for the British Government.
The price of this supply would have left, accord-

ing to inquiries made by the Board, an ample
margin of profit if the meat had been retailed

at the existing prices, which the Board intended
to fix as the maximum selling rates. The Auck-
land Master Butchers' Association refused this

offer, as it considered the proposed prices were
not high enough, and on 21st January, 1917,
raised the retail price of all lines of meat by
an average of about Id. per pound.
With the object of keeping the retail price of
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meat down to the lowest possible minimum, and
also of testing whether, under a more rigorous
system of management, the increases announced

by the butchers were completely justified, the

Government decided to open two retail butchers'

shops in Auckland. This was immediately done,
and two retail businesses in populous parts of

the city, the owner of which was not in the

the "
Association," were taken over by tlie Board

of Trade on behalf of the New Zealand Govern-
ment. The former owner of the shops was

placed in charge of them in the capacity of

manager, and the original staff was also re-

tained.

The Hon. W. D. S. MacDonald, Minister of

Agriculture in the New Zealand Government,
referring to its action in entering into competi-
tion with the Auckland butchers, said :

"I hope still that the Butchers' Association will

agree to sell the meat from the freezing works at

the fixed prices. We do not wish to enter the trade
at all, but the Government is determined to prevent,
if possible, any increase in retail prices above what
seems to be a reasonable level in view of the whole-
sale price at which we can undertake to supply the

meat. The retail prices fixed by the Board of Trade
will be rather less than the prices that have been

ruling in Auckland. The basis will be the rates

paid for meat by the Imperial Government, plus the

cost of management, rents, distribution, etc. The
Government does not want to make any profit, but

merely to maintain fair rates."

The following extract from the "New Zealand

Herald," dated 27th January, 1917, will give
some idea of the business transacted at the State

butchers' shops:
"Brisk business was done during yesterday at the

two shops opened by the Board of Trade for the sale

of meat. It is no secret that since the businesses



STATE COMPETITION IN NEW ZEALAND. 197

were taken over by the State the volume of trade
transacted at the shops has materially increased, as

compared with the period when they were owned
by Mr. Douglas Keid, so much so that it has been
necessary to strengthen the staffs.

"As regards the future, it is understood that
whatever policy may be adopted by the Master
Butchers' Association in regard to the recent in-

crease in their tariff, the State butcheries are to
be regarded as permanent establishments, at any
rate for the war period. Should the private traders
adhere to the higher schedule of prices recently
announced, an extension of the system of State

trading, by the opening of new shops in the city,
is possible. If, however, the master butchers agree
to relax their prices, the probability is that the
State will content itself with maintaining the pre-
sent two shops, as a means of checking any further
demands upon the public pocket by the private
traders. When the Board of Trade leave Auckland
for Wellington, in the course of a day or two, the
financial side of the butchery business will be

placed under the oversight of an auditor, who will

be a member of the Civil Service.

"That the new State enterprise has considerably-
affected the businesses of other Auckland retail

butchers was admitted yesterday by Mr. E. H. John-

son, president of the Auckland Butchers' Associa-
tion. He sail the general complaint among retailers

was that trade had fallen off to a very appreciable
extent, and unless it recovered itself it was inevit-

able that some of the smaller retailers would be

compelled to close their shops. Asked if the recent
increases in the prices of certain cuts of meat were
to be permanent, Mr. Johnson said the question was
simply one of supply and demand. If the West-
land market showed a decline, then it was extremely
likely that recent increase would be removed and
the old price-list reverted to."

In March the private butchers reduced the

selling price of meat to the rates existing prior
to the opening of the State shops,



CHAPTER XH.

State Competition in Insurance and Banking.

State Accident Insurance Office of Victoria. State Insurance
in Queensland. New Zealand State Fire Insurance Office.

State Banking in Australia.

STATE COMPETITION IN INSURANCE.

By instituting state insurance offices in

rivalry with existing private insurance com-

panies, some very interesting experiences in
State competition have been obtained in Aus-
tralia and New Zealand; the results obtained
should be useful in coming to some conclusions
on the larger question of fixing prices of com-
modities generally, by this means. Although
there is competition between private insurance

companies in Australia for business, the pre-
mium rates for fire and accident insurance are
fixed by an "Association" of the companies
operating. There is competition in supply, but

monopoly control as far as price is concerned.
In 1914, the Government of the State of Vic-
toria created a State Worker's Compensation
Insurance Office; in the State of Queensland
this class of business was made a Government
monopoly, and an Act to establish a State Fire
and Marine Insurance Office was subsequently
passed in the year 1916. The most extensive

system of State insurance is to be found in New
Zealand. There, the Government has for many

(198)
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years operated a State Life Insurance Office,

and has latterly entered into competition in

accident and fire insurance as well.

STATE ACCIDENT INSURANCE IN VICTORIA.

The Workers' Compensation Act passed by
the Victorian Parliament came into force on 7th

November, 1914. In addition to making the

insurance of workers against accident compul-

sory, the Act made provision for a State Insur-

ance Office. The ostensible purpose of creating
the office, was to guarantee that the premium
rates would be a mimimum to those who were
forced to insure their employees.

The State Insurance Office commenced busi-

ness at the end of the year 1914, and after some

twenty months' operation had obtained about 12

per cent, of the workers' compensation insur-

ance business transacted in the State : this per-

centage includes the insurance of the whole of

the employees in government departments. As
each insurance policy is guaranteed by the Gov-
ernment of the State of Victoria, and as the

office is not being run for a profit, there is every
inducement for employers to transact business

with the State Office. The premium rates

charged by the State Insurance Office at the

opening of its business were based on those in

force in New Zealand for similar risks, but as

a result of the first eight months of its opera-
tion, these rates were reduced by from 10 per
cent, to 15 per cent. There is keen competition
between the State Office and private companies
for business, but the rates each charge are the

same; it is an outstanding fact, however, that

the initiative in reducing premium rates was
taken by the State office. That the business
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transacted by the Government office is relatively
so small is explained by the fact that the com-
panies, having complete agency arrangements
throughout Victoria, were enabled to secure
risks before the State office had built up its or-

ganization.
The principal items in the balance sheet issued

by the State Insurance Office for the year end-

ing 30th June, 1916, are as follows :

Premium income 25,646 12 7

Claims 10,418 5 6

Expenses 5,421 5 9

Profit 10,964 7 9

To General Reserve Fund 7,000
To Bonus Reserve Fund 3,964 7 4

The Bonus Reserve Fund will be distributed

amongst policy-holders when reserves to suffi-

cient amount have been built up. The insurance
will therefore be provided at cost.

STATE INSURANCE IN QUEENSLAND.
At the beginning of the year 1916, a Workers

Compensation Act was passed by the Queens-
land State Government; and as part of the

scheme a State Insurance Office was established.

Unlike the Victorian Act, a monopoly of all

insurance under the Act was given to the State

Office. The premium rates charged by this

office for accident insurance risks under the

Workers Compensation Act have been fixed at

a level below those in force elsewhere in Aus-
tralia or New Zealand.
Towards the end of the year 1916 an extension

of State insurance was decided on by the Queens-
land Labour Government, and an " Insurance
Bill" was passed through the Queensland Par-
liament. This Act provided for the establish-

ment of a " State Insurance Office" to carry on
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fire and marine insurance, and absorb the office

already created to deal with worker's com-

pensation. The Act provided for an " Insurance
Commissioner" to manage the State Govern-
ment Office

; separate funds were created for

each class of insurance business, and a govern-
ment grant of 100,000 was provided to cover

initial expenses and serve as a preliminary
reserve fund. Under the Act all policies effected

with the State Insurance Office are guaranteed
by the Queensland Government.

In addition to the work of managing the State

Insurance Office, the " Insurance Commissioner"
acts as registrar of private insurance com-

panies, and is given certain inspectorial powers
in regard to their finances. It is also provided
in the Insurance Act that no insurance company
"
shall without the permission in writing from

the Commissioner, issue or renew any policy

covering any general insurance risk in Queens-
land at any rate higher than the rate prescribed
for such risk in the regulations" which shall

from time to time be made by the Government
;

private insurance companies have to furnish
returns to the Commissioner so as to enable him
to determine the rates to be prescribed. The
duties of the Commissioner in regard to private
companies undoubtedly put him in a very
favourable position to carry on the State Office,
and it is this provision of the Act that is par-
ticularly objected to by those privately engaged
in underwriting risks.

STATE FIRE INSURANCE IN NEW ZEALAND.

A State Fire Insurance Office was established

by the New Zealand Government in 1904. Prior
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to this date this class of insurance had been left

entirely to private companies. For some years
previous to 1904, life insurance business had
been conducted by the State, but small oppor-
tunity seems to have been offered of cutting
rates in this department. It was otherwise with
fire risks, the premiums for which had been

high prior to the Government entering into

competition with the private companies.

The New Zealand State Fire Insurance
Office was started with an actual cash capital of

2,000 provided by an issue of Government de-

bentures. The capital authorized by the Act

establishing the office is 100,000, which amount
is guaranteed by the Dominion Government.
None of this capital has, however, been called

up, and it still remains as an additional reserve
;

the initial capital of 2,000 has been returned
to the Government. The State Fire Office

is a mutual one, all profits remaining the pro-

perty of policy holders
;
when sufficient reserves

are established it is proposed that all profits
will be divided triennially among those policy
holders who have made no claims against the
office. Reserve funds, amounting in 1916 to

over 116,009, have been built up out of profits,
and are invested in government debentures,
consols and freehold land.

The extent to which the competition by the
State Fire Insurance Office has been instru-

mental in reducing premium rates in New Zea-
land is most difficult to ascertain. To indicate

the beneficial effect of the interference by the

fovernment,
the following figures issued in

anuary, 1915, by the New Zealand State In-

surance Office might be quoted:
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This schedule, which must be considered as
an advertisement, shows a very great reduction
in the cost of fire insurance, as far as the par-
ticular policies mentioned are concerned. But
these are merely isolated cases, and private com-
panies could probably give figures showing simi-
lar reductions in countries where there was no
State competition. As a matter of fact, in those
Australian States where State competition does
not exist, and where conditions approximate
very much to those ruling in New Zealand, it is

possible to select premium rates which will give
results just as favourable to insurers as those
indicated in the above schedule. There is no
doubt, however, that some considerable reduc-
tion in the cost of fire insurance in New Zealand
has resulted from the State competition. At
first the private companies operating in the
Dominion refused to share with the State office

in any business, and this seriously handicapped
its undertaking large individual risks. But
after some years, during which the competition
between the State office and the private com-

panies was particularly keen, the latter reduced
their rates to the standard set by the State office,

and subsequently amicably agreed to reinsure

portion of risks taken by this office.

The following extracts from the report of the
General Manager for the year 1915 will give
some idea of the operations of the New Zealand
State Fire Insurance Office:

"The year under review established a record for

the State Fire Insurance Office in successful under-

writing a record which will be not often surpassed
in future years. The net profits exceeded those pre-

viously made in any year by 37 per cent. The loss

ratio was 38.6 per cent, only of premium income,
which is abnormally low. The net premium increase
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was considerably in advance t>f that of 1914, not-

withstanding an appreciable diminution in building
operations and other adverse conditions due to the
war. This to my mind is very conclusive evidence of
the growing popularity of the Office with the insur-

ing public. Some conception of the magnitude of
the Office's operations may be had from the fact that
the total cover issued for the year 1915 exceeded
seventeen and three-quarter million pounds.
"Had the State Fire Office accomplished nothing

more it would have done well, but its own financial

success is quite a minor consideration when compared
with the immense amount saved to the people of this

Dominion in reduced rates an amount totalling in
eleven years considerably over 2,000,000. Whilst
the cost of every necessary of life appears to have
increased greatly during the past few years, the cost

of fire insurance alone has decreased, due very
materially, if not wholly, to the operations of the
State Fire Office."

REVENUE ACCOUNT OP THE STATE FIRE INSURANCE
OFFICE FOR YEAR ENDED 31sT DECEMBER, 1915.

Premiums after deduction of reinsur-

ances 71,165 18 2
Other receipts Interest, commission,

and rent 5,133 13 6

76,299 11 8

Losses by fire after deduction of

reinsurances) 27,476 10 5

Appropriated to reserve for unearned

premiums (in addition to 25,858
6/6 already reserved) 2,608 10

Investments Fluctuation Reserve
Fund 1,000

Commission 6,548 16 9
Salaries 7,762 7
Contributions to Fire Boards under

the Fire Brigades Act, 1908 . . 1,321 1 5

Expenses of Management
Travelling expenses 383 7 8

Printing, stationery,
and advertising . . 814 15 9
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Kent .. .. ! 1,001 12 1

Exchange 17 14

Postages, telegrams,

cablegrams, . and
sundry charges . . 1,365 5 10

Office equipment writ-

ten off 347 7

3,929 15 11
Profit for the year appropriated to Re-

serve Fund 25,652 19 4

76,299 11 8

The report of the General Manager for the

year 1915 also mentions that the working ex-

penses of the New Zealand State Fire Insurance
Office are 27.5 per cent, of the premium income,
as compared with 42.98 per cent. the average
working expenses of companies operating in the
State of New South Wales. In comparing these

figures it should be borne in mind that the New
Zealand Government, and public bodies gener-
ally, insure with the State Office, and this is a
class of business which costs little or nothing to

get and entails at the same time comparatively
little risk.

STATE BANKING IN AUSTRALIA.

One of the most interesting examples of State

competition, instituted with a view of reducing
prices for money and exchange, is the establish-

ment of Government banks in competition with

existing private banks. Throughout Australia

Savings Banks have been created by the State

Governments, and a system of advances to far-

mers and others having freehold property has

grown up under what is known as the Credit

Foncier System. The competition of the State

Savings Banks has been of the utmost value in

reducing interest rates, throughout the Com-
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monwealth, on all the classes of security on
which the Savings Banks will advance money.
The Commonwealth Bank of Australia is a

much more interesting and important example
of State competition in banking. This institu-

tion, having all the credit of the Commonwealth
of Australia behind it, was able to commence
business without capital. In addition to a

feneral
banking business, the bank provided a

avings Bank department, and for this pur-
pose used the whole of the Post Offices, through-
out Australia, as branches. The Commonwealth
Bank is in direct competition with private bank-

ing institutions, and it has been instrumental
in curtailing any tendency there may have been
to unreasonably increase exchange rates; as a
lender of money it has also had a steadying
effect on interest rates. The Commonwealth
Bank was founded by the Federal Labour Gov-
ernment essentially to assist the small and
struggling farmer, manufacturer, artisan and
trader against what were considered excessive
interest charges of the private banks, but in

practice the advance business of the bank has
been almost exclusively restricted to loans to

public bodies and private wealthy corporations
whose security was absolutely certain.



CHAPTER XIII.

The Efficacy of State Competition in

Regulating Prices.

Advantages of State Competition. Objection to State

Competition.

Having now considered some examples of
State competition in Australia, it might be well

to generalise as to its efficiency in maintaining
prices at a reasonable level, and as to its ulti-

mate effect on industry. Experience has shown
that in the case of some commodities, and in

some classes of business, State competition has

proved to be thoroughly effective in maintain-

ing or improving the quality of service, and in

keeping selling prices at reasonable rates
; but,

in the supply of other commodities, State com-

petition has shown itself to entail considerable

loss to the State, and at the same time has had
little or no effect in reducing prices.
The advantages in a policy of regulating the

supply of commodities by State competition
may be summarised as follows:

1. A standard of quality can be set by the

State, and this would necessarily force

private suppliers to keep up to, or to

better, that standard. The quality of

the output of State industrial under-

takings in Australia has been very high.
2. In the event of unreasonable profits being

made by private suppliers, State com-

(208)
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petition can force down prices and
reduce these profits.

3. In cases where the methods of production
of a commodity are inefficient owing to

lack of investment of sufficient private
capital to secure up-to-date and ade-

quate machinery or organization, the

State, having ample funds to purchase
plant, can frequently produce a com-

modity at greatly reduced costs and
can thereby reduce prices.

The objections to the State entering into com-

petition with private enterprise are as fol-

lows :

(1) In State and municipal competition, the
funds or the credit of the State or

municipality are used to provide the

necessary working capital ;
the revenue

derived from general taxation is avail-

able to make up loss
;
and laws and bye-

laws can be passed for the benefit of the
State or municipal enterprise, but to

the detriment of the rival private con-

cerns. In that those against whom the

competition is instituted are in many
cases themselves taxpayers and citizens

of the State or municipality, and con-
tribute to the revenues, there are cer-

tain ethical objections that can be taken
to the policy of initiating State or

municipal competition. Looking at the

question from this point of view, only
when the price of a commodity is un-

reasonable, or when its quality is defi-

cient, or when the existing private
method of supply is inefficient, is the

State or municipality justified in en-
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tering into commercial competition to
the detriment of certain of its citizens.

(2) Of the practical objections to a policy of

competition by State undertakings for
the purpose of regulating prices, ineffi-

ciency of management, due to the

general laxity which almost invariably
is found a concomitant of government
control and political influence, is the

most important. Interference in the
official management of workmen, and
the desire of politicians to run the busi-

ness for political advantage rather
than as a commercial concern, will

always be present in democratic gov-
ernment.

(3) Duplication of plant and supervision will

necessarily result from the introduc-
tion of State competition, and will

inevitably increase the sum total cost

of production, although a reduction in

selling price may be effected by reduc-

ing the profits of those originally

engaged in the business.

(4) The feeling of uncertainty that will per-
vade all private enterprise if State

competition is adopted as a policy must
have most serious results in the long
run.

Of these objections, the last is probably the

most important, especially in a young country
like Australia. If State enterprise in the

supply of general commodities becomes a settled

policy of government, then a feeling of inse-

curity will be spread abroad. Potential inves-

tors will be filled with the fear that, at any time,

the State may step in and render the particular
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enterprise unprofitable, or, at any rate, elimi-

nate the possibility of high rates of return. As
a result of this, neither foreign nor local capital
will be invested in industries where there is the

least likelihood of colliding with the State as a
rival and competitor. The whole world is

crying out for capital, and all countries offer

a field for investment of money; the country
which threatens private enterprise with State

competition in industrial enterprises will neces-

sarily suffer in its development. Within limits

no doubt State competition can be very effec-

tively used to maintain prices and qualities of

commodities at a reasonable level, but one of

two things must happen: either inefficiency of

government control will make the State enter-

prise unprofitable and dependent on the con-

solidated revenue of the State, or the State

enterprise will grow at the expense of, and
finally ruin, private competition. It will prob-
ably be found that, in the manufacture of com-
modities where great 'efficiency is obtained by
large works, State competition will be success-

ful and will prevail, provided there is ineffi-

ciency in the existing private methods of pro-
duction.

As the competitive system is largely respon-
sible for present inefficiency in distribution, and
as the profits made in distribution are usually
far greater than the labour expended or capital

employed justify, distribution offers the best
field for State enterprise. Furthermore, the

general effect of State competition on the in-

vestment of capital would not be so great in the
case of distribution as with production, for the

capital expenditure on distribution is mostly on
realizable stock, whereas in producing indus-
tries capital is invested in plant which becomes
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valueless in the event of State competition ren-

dering the enterprise unprofitable. Another
factor is that relatively less labour is employed
in distribution than in production, and the ad-

vantages of monopoly control are more readily
obtainable through the elimination of wasted
effort. As an initial step in attaining a public
monopoly, the policy of the State or munici-

pality entering into competition with existing

producing and distributing agencies promises to

have some measure of success, as State compe-
tition eliminates the possibility of high profits
and might render existing private enterprises

unprofitable. In such circumstances, those

controlling the private enterprises would be

very ready to sell out to the State.



CHAPTER XIV.

State Purchase and Distribution of Supply in

the Interests of Consumers.

Establishing a State Monopoly of Sugar. Supplementing the

Wheat Supply in Victoria. Storage of Butter by the Govern-
ment of New South Wales. Nationalization of Wheat in

New South Wales.

Another way of regulating supply and price
of a commodity is for a government or muni-

cipal authority to purchase supplies and distri-

bute them. During the course of the European
War of 1914, the supply of necessary foodstuffs

in the belligerent countries was largely supple-
mented by government purchase abroad. The
British Government entered upon this policy
very extensively, and purchased supplies of

wheat, meat, copper, wool, cheese and other
commodities in large quantities. The purpose
of these transactions was not only to provide
the army and navy with food and munitions, but
it was also done with the object of supplement-
ing supplies for the civilian population and

private manufactories. A Department Com-
mittee of the British Board of Trade recom-
mended the extension of this method of food
control rather than the adoption of a policy of

generally fixing prices, and a section of this

Committee went so far as to report in regard to

meat and bacon that :

* ' The Government, we think, should more and more
enlarge its purchases of meat and bacon from out-

(213)
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side sources and, where possible, become the sole

purchaser, and should insist upon the purchasing
public getting the full benefit of advantageous buy-
ing.

"

In Australia the policy of State purchase and
distribution was extensively adopted for the

purpose of both supplementing supply by im-

porting from abroad, and enabling the policy of

fixing prices to be effectively carried out. The
following is a record of the more important
applications of the policy in Australia :

Commonwealth Government Sugar Monopoly.
An account of the various steps taken to fix

the price of sugar throughout the Common-
wealth of Australia has already been given. All

supplies of sugar in Australia being in the hands
of one private organization the Colonial Sugar
Eefining Company which conscientiously dis-

tributed its stock, no trouble was experienced
in getting an equitable distribution at a price
below the imported cost. When the supplies of

locally produced sugar were exhausted it was
an entirely different matter, as Australia then
became dependent on outside sources, where the

price of sugar was over 30 per cent, above tho
fixed rates prescribed in the Commonwealth. To
provide for the shortage, arrangements were
made between the Colonial Sugar Eefining Com-
pany and the Federal Government, whereby it

was agreed that the former should import on
behalf of the Federal Government the required
amount of raw sugar to make up the shortage
for the years 1915 and 1916, refine it at a fixed

rate, and distribute it as hitherto amongst the
various merchants and grocers. The amount of

sugar to be imported was determined by the

requirements of the Commonwealth up to the
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date when the new crop of Queensland sugar
should be available, and higher fixed prices,
based on the cost of the imported sugar, were

proclaimed as the maximum retail selling rates.

With the approach of the 1916 sugar harvest
in Queensland, it became obvious that the sup-

plies of Australian grown sugar would again
fall short of the requirements of the Common-
wealth. It was decided by the Federal Govern-
ment to maintain the monopoly which it had
established by controlling the Colonial Sugar
Refining Company, and through the agency of

the Queensland State Government, it bought up
the whole of the raw sugar produced in that

State. The arrangement which already existed

with the Colonial Sugar Refining Company Ltd.

in regard to imported raw sugar was continued,
and it was extended to embrace the refining and
distribution of the Queensland sugar as well.

The Federal Government fixed the price of

Australian grown raw sugar at 18 per ton
;
the

price it paid for the sugar imported was some-
what more than this, but as the whole was
pooled, a uniform selling price was determined

on, and 3Jd. per Ib. was fixed as the retail sell-

ing price (undelivered) in the various capital
cities in the Commonwealth. In other places it

was provided that this price should rule with an
addition equal to the cost of freight. The fixed

price enabled the Commonwealth Government
to carry on the business without loss other than
that of a certain amount of customs revenue,
which in ordinary circumstances would have
been collected on the imported sugar.
As the fixed price was not observed by all

retailers, the Federal Government, in order to

insure that the sugar it provided reached the

consumer at the fixed price, issued the follow-
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ing proclamation under the War Precautions
Act of 1914-15:

Price of Sugar. "Any person who without the

consent in writing of the Treasurer sells or offers

for sale any sugar at a greater price than 3d. per
Ib. plus such sum as represents the cost incurred by
him in respect of the delivery of the sugar to him
shall be guilty of an offence."

(An offence against this proclamation was punish-
able by a fine of 100 or six months' imprisonment.)

The action of the Federal Government in

regard to sugar virtually brought about the

nationalization of the supply of this commodity,
by simply using a private company, which pre-

viously had a monopoly, as its buying agent,
refiner and distributor, and by providing that

this work be done at an agreed on rate per ton
of sugar (based on the actual cost) ,

with a fair

allowance for capital charges, all difficulty and

expense in respect to compensation to the ori-

ginal private owners of the monopoly were elimi-

nated.

Supplementing the Wheat Supply.

On account of the failure of the wheat crop in

the season 1914-1915, the Government of the

State of Victoria imported considerable quanti-
ties of wheat from abroad to supplement the

supplies held in private hands within the State

In a previous instance of a failure in the wheat

crop in the State of Victoria, merchants and
others ordered wheat from abroad as soon as

the shortage in supplies of wheat became ap-
parent. The circumstances in the case of the

wheat shortage in the year 1915 were very dif-

ferent; the action of the Government in fixing
the local price had eliminated the speculative
factor

; importers could see possibility of a con-
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siderable loss if they placed orders abroad for

forward delivery, but they could not see much
possibility of a large profit, either at the fixed

price, or at any future price likely to be fixed.

Consequently no orders were placed in America
or elsewhere by wheat brokers and others who
would ordinarily have done so. Apparently the

State Government failed to recognise the effect

of limiting the price of wheat when supplies
had to be drawn from abroad, for it let matters
drift until the shortage of supply was so certain

that there was then no alternative but for the

State to place orders in America, and the first

shipment arrived just as the last Victorian
wheat was exhausted. If there had been no
interference in the trade by the Government,
private importers, seeing the impending short-

age, would have placed forward orders and
obtained wheat at a very much lower rate than
that which had to be paid by the Victorian Gov-
ernment. In order that public criticism, aris-

ing out of the consequent high price of bread,
should not be too strong, the imported wheat
was supplied to millers at below actual landed
cost. This entailed the State in a total loss of
some 30,000.

The Governments of South Australia, West-
ern Australia and Tasmania were also forced
to import wheat to provide for the ordinary
requirements of these States. As in the case of

Victoria, the desire to avoid the criticism which
would otherwise have arisen on account of the

high price of bread, prompted these Govern-
ments to sell their wheat to the millers at below
cost. In each case this led to a loss of consider-

able sums of money.
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The Shortage of Butter in New South Wales.

In ordinary seasons there is a large surplus
of butter in the State of New South Wales avail-

able for export. The unprecedented drought of
the years 1914-15, however, caused a shortage
in supplies, and this was accentuated by an even

greater shortage and high prices in neighbour-
ing States. A record has already been given of
the steps taken to fix a maximum selling price
for butter in New South Wales

;
it is now neces-

sary to recount the various actions taken by the
Government of this State to make up the short-

age in supplies which occurred during the winter
months of the years 1915 and 1916. To provide
for the shortage which occurred in 1915, the
Government imported large quantities of butter
from America, as prices which were fixed within
the State left no margin, in fact would have en-

tailed a loss, to anyone who imported. Much
of the butter imported by the State was sold in

Sydney, and it alleviated the position, but its

inferior quality and the early increase of local

supplies left large stocks on the hands of the

Government, which subsequently shipped what
remained to London and sold it at a very con-

siderable loss.

In the following year a different policy was

adopted by the New South Wales Government.

During the summer of 1915, when there was a

surplus supply, considerable quantities of butter

were exported to other States. If this had been
retained within New South Wales and stored

there would have been little need to subsequently

import butter from America. Profiting by its

experience, the New South Wales Government

prevented butter leaving the State during the

summer months of 1916, and subsequently
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bought up all surplus production with a view
of holding it in stores until the deficiency oc-

curred in the following winter. The details of

the scheme providing for this purchase, storage,
and distribution are set out in the following cir-

cular to butter factories issued by the Govern-
ment of New South Wales :

[CIRCULAR.]

Department of the Attorney-General
and of Justice,

Sydney 1st March, 1916.

Dear Sir,

It has been decided by the Government that about

20,000 boxes of butter must be stored now to meet
the winter shortage of June, July and August.

In order to carry this into effect to the best advan-

tage as promptly as possible, the undersigned repre-
sentatives of the various interests have been appointed
a Committee of Management.
The butter is to be stored on Factory Account, and

the Government undertakes to make full advances,
so that suppliers may be paid as usual.

The following arrangements, in the interests of

all concerned, have been mutually agreed upon by
the Committee and the Government:

The daily current requirements of the grocery
trade are to receive every consideration.

From this date, and until further notice,

every factory (factories making less than 100
boxes weekly were subsequently exempted) is to

specially prepare 30 per cent, of its very best
butter. In addition to careful manufacture
the maximum legal amount of preservative is to

be used, plus about 2 per cent, of salt. It is

desirable, in factories' interests, that a 92 point
standard should be aimed at, and that the cream
should be pasteurised where possible. All butter
will be officially examined before going into cool

room.

This butter will be stored in one or more
public cool rooms at a low and regular tem-

perature.
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The Autumn and Winter market will be

gradually and judiciously fed with butter so

stored. Distribution thereof to be given to every
firm in accordance with quantities and brands

stored by each.

Profits after charges such as cartage, stor-

age, interest, also three per cent, selling com-

mission, have been deducted will be distributed

to the factories, according to quantities and
brands stored by each.

FINANCE. Advances to be made by the

Government to factories, through selling agents,

upon same basis as export, namely, 4/- below

current market rates.

In consideration of effect being given to the fore-

going, the Government has agreed to the Commit-^
tee's request that the EMBARGO upon export to"

other States be lifted, and, furthermore, that repre-
sentations be immediately made by the Government
to the Minister for Customs so that the accumulated

stocks of some 20,000 boxes now in cool rooms, can

be shipped to London by the following steamers:

March 4th, R.M.S. "
Mongolia;" March 22nd,

R.M.S. "Orontes;" also several troopships.

"We are, yours faithfully,

(Sgd.) A. S. JONES,
Secretary for the Committee.

P.S. The above arrangement, simply stated, means
the storage, for winter sale here, of the increasing

surplus of choice butter in lieu of export to London.

Importation of Fodder loy the State of Victoria.

Owing to the severe drought conditions in the

State of Victoria, the prices of all fodders had
advanced to three and four times their normal
rates. This led to considerable losses of stock,

and to save the pastoral and dairying industries

from the ruin that threatened if the drought
lasted much longer, the Government in 1915

bought several shipments of fodder abroad.

This action of the State, and the arrival of the
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first shipment, though having little influence on
the quantity of supplies, had a very steadying
effect on the prices of hay, chaff and other fod-

ders. If the drought conditions had continued
in Australia, the action of the Government in

purchasing fodder supplies would no doubt have

justified itself, but the advent of rains in the

spring of 1915 provided ample natural feed, and
the greater proportion of the State fodder was
sold for a third or less of what it cost.

Nationalisation of Wheat in New South Wales.

An instance of a Government taking over,
or nationalizing, supply in order that its

action in fixing a maximum selling price
should not be abortive, is to be seen in

the wheat monopoly established by the

Government of the State of New South
Wales. When dealing with the administration
of the law passed to fix maximum selling prices
in this State it was pointed out that farmers
and others holding supplies of wheat would not
sell at the price fixed, as the rate was considered

by them to be too low. There were many hun-
dreds of people holding stocks of wheat, and it

was found to be impossible to arrange regular
and sufficient supplies being placed on the mar-
ket. Farmers were also carting their wheat into

neighbouring States where higher prices ruled,
and it was a question of law whether they could,
under the Federal Constitution, be prevented
from so doing. To get over all difficulties the
Government of New South Wales passed the
"Wheat Acquisition Act," and under its provi-
sions the State commandeered the whole of the
wheat within its borders.

The Wheat Acquisition Act provided that
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after a notification published in the Government
Gazette, wheat in New South Wales became
acquired by the Government, free from all mort-
gages, charges, liens, pledges, interests and
trusts. The Act fixed the amount of compensa-
tion at 5/- per bushel for wheat of fair average
quality delivered at a railway station; but the
Act also provided that additional compensation
would be paid if the Necessary Commodities
Control Commission recommended such. Sev-
eral of the leading New South Wales private
wheat buyers were appointed Government buy-
ing agents at a remuneration based on the quan-
tity of wheat each brought to a railway siding.A board of five was appointed to administer the

Act, and it was given full power to dispose of
the wheat on such terms as it thought fit.

Contracts for the sale of wheat produced in

New South Wales in the 1914-15 harvest which
were entered into prior to the passing of the

Act, were declared void. As a result of this,

many merchants and wheat brokers in New
South Wales who had contracted in adjoining
States for forward deliveries of wheat were
ruined, as they could not obtain the wheat from
those farmers and others who had contracted to

supply them with it, and the cost of importation
from abroad was far in excess of their contract

price.

Being able to supply wheat to millers at a

price little above 5/- per bushel, the Govern-
ment, on the recommendation of the Necessary
Commodities Control Commission, fixed the

prices of flour and bread at 11/17/6 per
ton and 8d. per 41b. loaf respectively.

(In other Australian States, rates for these
two commodities were 18/11/- per ton
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and 9d. to lOd.) As the supply of wheat
thus commandeered would only last until

July, 1915, and as the new harvest would
not be available till November, the New South
Wales Government arranged to import from
abroad what was required to make up the short-

age. The cost of this wheat was from 6/8 to 8/-

per bushel, and prices of flour and bread had
necessarily to be increased correspondingly to

17/4/6 per ton and lOd. per 41b. loaf respec-
tively, as soon as the original stocks of New
South Wales wheat became exhausted. The pro-
visions made by the Government to prevent
those holding flour bought at the original low

prices selling it at the new and higher rate are
well explained by the Attorney-General for the
State in an interview on 1st July, 1915, when he
said:

Government has determined, to prevent a
few fortunate traders who happen to hold large
stocks of flour from reaping an undue advantage,
and to put all on an equal footing. Whatever extra
is paid by the public for bread will go, per the baker
and miller, to the Treasury, without deduction, and
every step will be taken to ensure this being carried

out.

A proclamation has been issued under the Neces-

sary Comodities Control Act calling upon all per-
sons holding more than one ton of flour at midnight
on Saturday, the 3rd July, to make a return stating
what quantity is so held. A further return of stock
will be taken at midnight on Saturday, 17th July,
and all traders are being asked to sign an agree-
ment to sell to the Government tKe amount of flour

they have in their possession on that date (less one
week's supply) at the present local price. This will

be resold to the trader on Monday, 19th July, at

the newly proclaimed price. The payments, if de-

sired, may be made from week to week according as

the flour is used whilst the higher price rules for

bread. In all cases the average requirements of one
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week will be exempt. Should any person have made
contracts based on the 11/17/6 per ton price, with
no proviso to meet the contingency of an increased

price of flour, they are invited to send particulars,
when each case will be dealt with on its merits.

It is vitally important that the return asked for

on Saturday should be made in every case. There is

a belief in certain quarters that a few unscrupulous
speculators have supplies hidden away, which they
hope to sell at the increased price. The folly of

attempting any improper practice will be brought
home in no uncertain manner, for the forfeiture of

stock and the full penalty will be pressed for in

every case."



CHAPTER XV.

Fixing Prices by Regulating External Trade.

Export Duties and Embargoes. Prohibiting Exportation to

allow Prices to be fixed in New South Wales. Queensland
Meat and Cattle Export Embargo. Controlling the Sale of
Butter. Strike of Wharf Labourers to Stop Exports and

Reduce Prices. Regulating Prices by Import Duties.

When a commodity is being (or is capable,
from a business point of view, of being) ex-

ported or imported, its supply and price, as far
as local requirements are concerned, can be
varied by regulating its external trade. Stop-

-ing

or hindering the exportation of a commo-
ity will tend to make a greater supply available

for use within a State, and if competition in

the trade exists, prices for that commodity will

fall, or will not rise as high as would otherwise
be the case. If importation of a commodity is

either stopped or restricted by a customs duty
there will be a tendency to decrease supply, and
local prices will tend to rise. The "protection"
from outside competition thus given to local

suppliers would enable them to raise prices,
even to the extent of the duty, should they agree
to do so.

Stopping, or restricting the exportation, or

importation, of a commodity, if supply of that

commodity is the subject of external trade, has
been frequently availed of by Australian and
p (225)

I
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other governments to regulate local prices. The
policy can take the form of:

(1) Eestricting the export trade in the in-

terests of local consumers who are

thereby given supplies which would
otherwise be exported.

(2) Restricting the import trade in the in-

terests of:

(a) A section of the community
which is interested in the pro-
duction of the particular com-

modity; or

(b) The community as a whole for
the purpose of giving financial

and industrial strength to the
State.

(1) REGULATING PRICES BY RESTRICTING THE
EXPORT TRADE.

Export embargoes or duties restrict the ex-

portation of a commodity. When an embargo
is instituted, exports are completely stopped;
but when1

only a duty is imposed on a com-

modity leaving a country, it does not necessarily
reduce the quantity exported, but merely de-

creases the value of the commodity in the local

market to probably the extent of the duty.
An export duty to force down the local price

of a commodity which forms the raw material
of a manufacturing industry, has been fre-

quently advocated. In Australia, for example,
there has been considerable agitation

1 for an

export duty on unrefined metal ores, unsecured

wool, and skins and hides in an undressed con-

dition. But legislation of this nature has not

been enacted, and as a means of "
Protecting" a

manufacturing industry, it has been little more
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than talked of. On the other hand, embargoes
on exports have been frequently imposed by
governments to prevent local supplies of a com-

modity being depleted, and a shortage created.

In a few cases, also, an embargo has been actu-

ally used to prevent a rise in the price of a

commodity by preventing the exportation of

surplus production, and so tend to create a con-

dition of glut.

Prohibiting Exportation to allow Prices being
Fixed in New South Wales.

The Australian Commonwealth Government
prohibited the export of many commodities dur-

ing the course of the European' War of 1914.

And several of the State Governments also

found it necessary, as an adjunct to their price-

fixing legislation, to take steps to prevent sup-
plies going beyond their boundaries. It was
found to be quite useless to fix maximum prices
if holders of stocks could sell them in a neigh-
bouring state at a higher rate. In such circum-
stances to limit prices would be to deplete sup-
plies and increase the shortage.

In administering their price-fixing legisla-

tion, each State Government acted indepen-
dently and fixed different maximum prices for
the same commodity, or did not fix prices at all.

As a consequence different prices ruled in dif-

ferent States. Under the constitution by which
the several States federated to form the Com-
monwealth, interstate free trade was provided
for. Difficulties, therefore, immediately arose
in preventing supplies going from one State to

another where prices were higher. The steps
taken by the Government of New South Wales
to retain supplies of commodities, so that it
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could make effective, its action in fixing maxi-
mum selling prices for them at a level below that

ruling in other States, are particularly interest-

ing and are well worth recording. In the case

of wheat, the price in New South Wales was
fixed at 5/- per bushel, while in the neighbour-
ing State, Victoria, up to 7/- per bushel could

be obtained by New South Wales farmers by
simply carting their wheat across the border.

Needless to say this was done. To get over the

difficulty the Government decided to nationalise

the whole of the supply within the State, so

there was no further need to control the exter-

nal trade.

The position in regard to flour was similar.

Prices in other States were considerably higher
than the maximum price fixed in New South
Wales. To prevent holders of supplies taking
advantage of these prices by exporting their

stocks, the Necessary Commodities Control

Commission inspected all ships about to leave

New South Wales to see if any flour was being
sent away. If any flour were found, it was

immediately commandeered at the price as

fixed, taken off the ship, and distributed. Similar

action was threatened in the case of butter, but

no attempts were made to export this com-

modity.

In the State of Victoria, the Government,
through its control of the railways, refused to

carry fodder intended for export to South Aus-

tralia, a neighbouring State, where higher

prices rules. This action was tantamount to

an embargo on export, as there were no other

means of transport.
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Queensland Meat and Cattle Export Embargo.
The Government of the State of Queensland

having fixed the price of meat was forced to

prevent the export of stock to other States

where higher prices for meat ruled, in order to

insure supplies for local butchers. An embargo
was imposed in March, 1916, on all stock cross-

ing the border into New South Wales or South
Australia unless the owners of such stock would
enter into a contract providing for its return
to Queensland. As a guarantee of good faith

that the owner would observe the conditions of
the contract, he was required to deposit 10s. per
head on cattle and 6d. per head on sheep before

permission to allow the stock to leave the State
was granted. This action was taken under cer-

tain clauses of the "
Sugar Acquisition Act

Act 1915" and the "Meat for Imperial Uses
Act," and it was stated at the time that the

object of the embargo was to ensure a supply of
meat for the British Government. The embargo
was felt by stock-owners to be illegal and uncon-

stitutional, and steps were taken to have its

validity tested in the Law Courts. This was
done in the case, now known as the Duncan
Trustee v. the Government of Queensland, and
which was heard before the High Court of Aus-
tralia in October, 1916. The would-be stock

exporters claimed damages equal 'to the losses

which, it was alleged, were made through their

being prevented from selling their cattle outside

Queensland. By a majority decision the court

ruled that the action of the State Government
did not infringe the provisions of the Common-
wealth Constitution declaring trade and com-
merce to be absolutely free as between States,
and the embargo remained in force until Feb-
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ruary, 1917, when the Federal Govrnment, by
virtue of the "War Precautions Act," dis-

allowed it and restored inter-State free trade.

Up to the time of the publication of this work,
however, the Queensland Government still pre-
vented live stock crossing the border.

In addition to instituting this embargo on the

export of live stock, the Queensland Labour
Government took steps to insure that supplies
of frozen meat which would otherwise have been

exported, were made available for local con-

sumption at a low price. Under the "Meat for

Imperial Uses Act," the output of the various

meat exporting companies had been acquired at

a fixed price for the British Government. The

increasing price of stock, and the necessity of

the Government to provide meat for the State

butchers 1

shops, decided it to virtually force the

companies to make a certain proportion of this

meat available for local consumption at a com-

paratively low price. Under certain provisions
of the "Meat for Imperial Uses Act," and as

a result of proposals to enact legislation en-

abling the Government to take over the whole
of the meat works in Queensland, the various

exporting companies agreed to supply 12,000
tons of meat for local requirements. The prices

arranged for this supply were 3%d. per Ib. for

frozen meat, and 3Jd. per Ib. for fresh meat.

At the same time the price paid for meat taken
for the British Government was raised from

4|d. to 4d. per Ib. for ox-beef, and proportion-

ately for other classes of meat.

Most of the beef required for home consump-
tion was chilled or fresh, and the Government

stipulated that 12,000 tons out of the season's

output should be placed on the local market.
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It is said that the Government not only desired

to obtain the beef for home consumption at a

very low price, but asked the companies to pro-
vide storage accommodation. This they con-

tested, but finally agreed to store the beef re-

quired for the British Government. The Gov-

ernment, on the other hand, agreed to pay the

companies an amount which would cover the

cost of operating the chilling machinery re-

quired in storing the meat required for the State

butchers' shops. The amount of meat requisi-
tioned for local consumption represents from
20 per cent, to 25 per cent, of the total output
of the packing companies, and in order that

each company should provide its due proportion
of the amount set apart for local requirements,
the whole of the output of the works of the

several companies was pooled.

Controlling the Sale of Butter.

In Chapter V. a short description of the con-

trol of the export of butter by the New Zealand
Government was given, and it is unnecessary
to repeat here the arrangements made to export
the surplus supply. Very much the same ex-

perience can be recorded in regard to the export
of this commodity from Australia. During the

greater part of the year 1915, and the first nine
months of the year 1916, the output of butter
in Australia was either not sufficient or was
only just sufficient to meet local requirements.
The price of 1/6 per Ib. was fixed by the Federal
Government as the maximum retail selling rate

during the last few months of the latter year.
The wholesale price corresponding to this retail

rate was about 3d. per Ib, below what could be
obtained by exporting the butter. In order to
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make the policy of fixing prices effective, and
to insure that all supplies were being placed on
the local market, exportation of butter from
Australia was prohibited for several months
prior to the spring of 1916. In justifying this

action, the Minister for Customs, on 17th Janu-

ary, 1916, stated that it was his intention to

allow no more butter to leave Australia until

grocers' complaints that they could not get sup-
plies ceased. The general attitude of the Federal
Labour Government on this question is made
clear in the following reference to the question
by the same Minister, when, on the 14th Feb-

ruary, 1916, he said: "He was opposed to

Australian goods being dumped to other coun-
tries to the detriment of users here. . . . Ex-
port should not be allowed unless exporters
would sell their commodities locally at rates no

higher than were consistent with local condi-
tions."

By October, 1916, the supply of butter in

Australia had increased beyond local require-
ments, and as the spring advanced the surplus
available for export increased to two-thirds of
the total output. It was therefore necessary to

remove the embargo on its export. The maxi-
mum selling price within the Commonwealth
was fixed by the Federal Government at 149/-

per cwt. If the same butter were exported it

would have realised as much as ISO/- per cwt.

at the port of shipment. Butter producers were
thus penalised to the extent of some 30/- per
cwt., or approximately 3d. per lb., if they sold

on the local market. In these circumstances all

butter would have been exported, and none
would have been made available for local re-

quirements. To meet the difficulty the Federal
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Government, acting in conjunction with a com-
mittee appointed to represent the butter trade,
drew up the following scheme, which is outlined
in the following circular letter issued to all but-
ter producers in Australia :

COMMONWEALTH OF AUSTRALIA,
Customs and Excise Office,

Melbourne, 27th October, 1916.

Dear Sir,

1. In order to ensure that all factories shall contribute

their fair quota of butter to the local and inter-State

markets, Senator Russeli (Assistant Minister control-

ling food supplies) has given the following instruc-

tions :

"The wholesale price of highest grade butter for

local consumption has been fixed by the Common-
wealth Government at 149/4 per cwt., and, owing to

the special inducements now existing to export or sell

for export, it is found necessary to place all manu-
facturers on an equitable basis by each factory con-

tributing its quota to the current Australian require-
ments. In the event of any factory not making avail-

able for Commonwealth consumption its proportion
of its best quality butter, the Minister of Trade and
Customs has given instructions that permission to

export any butter by such factory shall be refused.

Butter manufacturers will be advised from time to

time through the Collector of Customs of the per-

centage of their output required to meet consumption
within the Commonwealth."

2. An Advisory Committee has been appointed in

each State to assist in arranging and carrying out
an equitable scheme.

3. Every factory and proprietary manufacturer
must place a quota of their best butter (to be advised

from time to time) on the local market. Several

factories which have established a large business with
retailers will place more than the specified quota on
the local and inter-State markets. Consequently,
there will be a surplus over actual requirements. This

surplus will be placed in the hands of the Advisory
Committee to dispose of. Each week export buyers
and tinners will be invited to submit offers for such
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surplus; the prices offered by them under existing
conditions will be in excess of the proclaimed local

price. The proceeds of surplus would then be dis-

posed of as under:

The factories interested will be paid (through their

Melbourne agent) the proclaimed price of 149/4 for

butter grading 90 points and upwards; I/- per cwt.

less for each point from 87 to 98 grade (both inclu-

sive) ; 4/- per cwt. less for 85 and 86 grade.

The balance of proceeds to be "pooled," and sub-

sequently distributed to the factories on the basis

of the butter placed by each on the local and inter-

State markets. Butter sold by factories in country
towns will be included in this distribution.

4. The expenses of carrying out this scheme will

be defrayed by the pool.

5. Any surplus butter from the quota for local

and inter-State trade must be packed under expert

conditions, and placed in cool stores for disposal by
the Committee.

6. It will be noted that the Committee will deal

only with the supplies for local and inter-State mar-

kets. The exportable surplus (after providing for

these requirements) can be dealt with as each factory
considers fit.

7. It will be necessary for each factory to furnish

a return, and post same to the Advisory Committee
on Monday of each week, giving the following infor-

mation :

(1) Quantity of butter sold in local or district

towns (state town)

(2) Quantity consigned for sale in Melbourne and
inter-State to (name of Agent)

(3) Quantity consigned to cool stores for export

(Names of Agents)

(4) Total quantity butter made for week ending

Saturday

8. The Assistant Minister has also approved of a

requirement to be fulfilled by co-operative companies,

agents, etc., under which a statutory declaration is
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to be made each week furnishing certain information
as to the quantity of butter received and sold.

Yours faithfully,
PERCY WHITTON,

Collector of Customs, Victoria.

Strike of Wharf Labourers to Stop Exports
and Reduce Prices.

A most interesting attempt to regulate local

selling prices by stopping exportation was made
by the wharf labourers of Melbourne early in

the year 1916. They refused to handle the flour

or butter which was being exported until the
local retail prices for these commodities had
been reduced. Bread was selling at a higher
price than it formerly did when there was an
abundant wheat harvest, as the local prices for
wheat and flour had been kept on a parity with
London rates, which, owing to war conditions
were abnormally high. The retail price of but-
ter was also considerably above what it was in

previous years, although it was selling at rates

below those on a par with London market prices.
The wharf labourers struck work and refused
to handle any flour or butter. Export of these

products from the State of Victoria ceased, and
several steamers left short loaded. The reasons

given for the strike were stated to be solely the

price of bread and butter, and the men declared

they would not return to work until the local

prices had been reduced. They considered their

action in assisting the exportation of wheat,
flour, and butter only helped to make high local

prices. In this they were no doubt right, as,
under ordinary circumstances, the complete
stoppage of export would have forced holders to
realise on their stocks at necessarily reduced

prices. (As it was the Government owned
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all wheat within the Commonwealth.) The
Labour Government, union officials, and
responsible members of the Labour Party
recognised the far-reaching effects of re-

peated actions of this kind, and appreciated
the impossibility of allowing members of unions,
without enquiry, deciding what local selling
prices should be. Their representations soon

brought about the abandonment of the attitude
assumed by the men, and after an application
to the Federal Arbitration Court for an injunc-
tion against the continued action of the wharf
labourers, both officials of the union and repre-
sentatives of the strikers undertook to declare
the strike off.

As an interesting development of trades

unionism, this instance is of considerable im-

portance, and there is little doubt that under
other and more favourable circumstances it will

be repeated. It is significant that almost imme-
diately after the strike was declared off the

price of wheat for local consumption was re-

duced in order that the selling price of bread
could be also reduced; and it is further signifi-
cant that soon after this strike the Federal
Government commenced its policy of fixing

prices of flour and bread throughout the Com-
monwealth. To what extent the action of the
Melbourne wharf labourers was responsible it

is, of course, impossible to say ;
but as a protest

against high prices it was at any rate apparently
successful, as the subsequent action of the Gov-
ernment resulted in a considerable reduction in

the ruling prices of bread.

When surplus supply of a commodity is being
exported an export embargo would be thoroughly
effective, and would be eminently successful in
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reducing prices, provided the local suppliers of
the commodity were in competition and were
not combined

"

to withhold supplies, or did not

arrange some other means of disposing of the

surplus. If suppliers are combined, or are work-

ing under agreement, then they could fix prices
at such a level as would give a maximum profit

quite irrespective of whether there was an ex-

port embargo or not.

(2) EEGULATING PRICES BY IMPORT DUTIES.

This policy constitutes in reality the policy
of "

Protection," and as such has been adopted
by the people of Australia. It is not intended
to make more than passing reference to this

means of regulating prices, as the incidence and
effects of import duties are well understood, and
have been fully dealt with in works on " Protec-
tion ' ' and * ' Free Trade. ' ' In essence, a Customs
Tariff is a price-fixing schedule, which would
act on prices by restricting competition from
abroad. In the case of a commodity wholly sup-
plied from abroad, the local price will increase
or decrease according to the variation in the
rate of import duty, except when importers
are prepared to forego a proportion of
their customary profit. In the case of a com-
modity, certain supplies of which are produced
locally, the selling price could be increased pro-
portionately with the duty as far as outside

competition is concerned, if importers are not

prepared to sacrifice some of their profits; but
local competition, public opinion, and fear of a
decrease in duty in many cases prevent local

suppliers raising prices to the full extent.

SUMMAKY.
The extent to which regulation of external

trade by export and import, duties or prohibi-
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tions can be used for the purpose of fixing

prices, is strictly limited to those commodities
on which the community is dependent, to some

extent, on external trade for a market, or for

supply, as the case may be.

Stopping or hindering the export of a com-

modity (either artificially by an embargo or

duty, or by some uncontrolled occurrence) ,
will

have the effect of depreciating the price of that

commodity within a State even to the extent of

reducing it to glutted market rates. Import
duties or prohibitions of importation, on the

other hand, whilst not having the same far-

reaching effects measured in alteration of prices,
have a general tendency to increase prices.



CHAPTER XVI.

Fixing Minimum Prices.

Fixing Minimum Prices by Legislation,. State Marketing and
Distribution. The Australian Wheat Marketing Scheme.

Marketing Lucerne Hay. State Purchase of Production.

Restricting the Import Trade.

The foregoing chapters have been written
almost exclusively with reference to fixing prices
in the interests of consumers, by establishing
legal maximum selling rates or by maintaining
or introducing competition in the selling of sup-
plies. It is in this regard that the question of

regulating or fixing prices is usually considered
;

but in a work of this nature some reference
should be made to the fixing of minimum prices
in the interests of producers.
A large surplus of production over consump-

tion, the dumping of foreign supplies, the elimi-

nation of competition amongst buyers as a
result of some agreement amongst them, or
a glut in the market as a result of some other

cause, necessarily leads to a slump in prices. If

producers are unorganised and have not suffi-

cient capital to allow them to "keep off" the

market, or if the commodity is such that it must
be rapidly sold and consumed, prices may drop
to a level far below the cost of production, or

quantities of the products might become abso-

lutely unsaleable. The same thing takes place
if some disaster, or war, cuts off the outside

(239)
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market on which producers rely for the disposal
of their surplus. In any of these circumstances
the question of fixing minimum prices is usually
brought up by producers, and the Government
is called upon to do something on their behalf.

As a settled policy, too, not only in the interests

of a small section of the community, but for the

national advantages of maintaining production
and local supply, the question of preventing
prices dropping too low, is one which claims

attention. For the State to step in and virtually
do what a private individual combination is

condemned for doing, viz. : raising prices or keep-

ing them at a higher minimum than that deter-

mined by the Law of Supply and Demand, may
seem contrary to modern ideas of legislation for

the benefit of the majority, but it is frequently
a very short-sighted policy to allow a producing
industry to be ruined by a temporay market glut.

This has been fully realised by Australian legisla-

tures, and several interesting schemes have been
initiated or proposed for maintaining prices at

or above a fixed minimum. These schemes or

proposals have been in the direction of :

1. Fixing minimum prices by legislation.
2. State marketing and distribution.

3. State purchase of production.
4. Restricting external import trade in the

particular commodity or a substitute for

it.

(1) FIXING MINIMUM PRICES BY LEGISLATION.

Proposals for simply fixing a minimum sell-

ing price for a commodity, and doing nothing

more, are frequently made on every occasion of

a glutted market. But, even in Australia, no

legislation to do this has actually been enacted.
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In December, 1916, the Australian Common-
wealth Ministry was asked by the Victorian
Farmers' Union to directly fix a minimum mar-
ket price for hay and chaff, and make it a pun-
ishable offence to sell below this price. It was
stated by the Union that the market price for

chaff and hay, owing to the previous bountiful

harvest, had dropped to a level far below that
at which it was profitable to produce these pro-
ducts. It was further stated that for farmers
to sell (as many were forced to) at the existing
rates would not pay their expenses. It was
recognised by the Union that it would be impos-
sible to sell all the supplies of hay that were

available, but it was thought that if the price
were fixed farmers could obtain money from the
banks on the security of their hay stacks

;
as it

was, no one would advance money on this

security, and in consequence the farming indus-

try was suffering financial loss.

Senator Russell, the Minister in charge of

Price-Fixing, in his reply, stated :

"That it was the first time that a Commonwealth
Ministry had been asked to fix the minimum price
of hay. To sell hay at 25/- a ton, and in a few years
to be forced to import it at an enormous increase in

price, showed that the people of Australia had much
to learn in the management of its products. The
position was ridiculous and impossible. He did not
know whether the proposed remedy would cure it. If

farmers were kind enough to sell below cost he was
sorry for them. Unless the farmers organised on
business lines they could not expect to hold their own
with other sections of the community. The scheme
which had been suggested, and which he himself

thought a good one, was that instead of rushing into

the market to sell their hay the farmers should in-

sure their stacks, and on the insurance valuations
obtain advances which would enable them to hold their

hay for two, or, perhaps, three years. Such a scheme
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would be sound, but it would be such big finance that

it of necessity would fall upon the Commonwealth
authority.

' '

Nothing, however, was done in the direction

of fixing minimum prices, as the disposal of the

surplus supply (it being impossible to export
hay and chaff), and the flooding of the market

consequent to a rise in price, were recognised
as insurmountable difficulties. If stocks of hay
and chaff had been in the hands of a combina-
tion of holders, market supplies could be regu-
lated so that only what could be absorbed would
be sent to market; but with thousands of far-

mers having no agreement amongst themselves,
and all anxious to realize on their stocks, the
work of regulating sales presented the greatest
difficulties.

It is thus seen that, when there is competitive

supply, exactly the same trouble arises in fixing
minimum prices higher than those determined

by supply and demand as arises in fixing maxi-
mum prices at a level below that which would
otherwise obtain. For a government to fix a

high minimum price and do nothing more would
lead to chaos. Just as there is a dearth of sellers

when the fixed maximum selling price is lower
than that which supply and demand dictate, so

there would be a surplus of supply if the mini-
mum price was fixed higher than that which
would otherwise naturally exist.

In the case of a "
Trust,"

" Combination" or
"Association" having a monopoly, or having by
some means, control of all, or nearly all, the sup-

plies of a commodity within the State, minimum
prices can be maintained and arrangements
can be made to regulate the placing of supplies
on the market. Arrangements can also be made
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to store, dump, or otherwise dispose of any sur-

plus of production above the market require-
ments at the fixed minimum price. If the pro-
ducers are unorganised, however, this is obvi-

ously impossible. For any system of minimum
price-fixing to operate equitably, all holders of

supplies must sell in proportion to their stock,
and the market must be fed just as it is capable
of absorbing supplies. The corollary, therefore,
to the State fixing minimum prices is that it

must also take control of supply and act as dis-

tributor, or, at any rate, organise the distribu-

tion.

(2) STATE MARKETING AND DISTRIBUTING.

There are few examples of public authorities,

national, state, or municipal, acting as distribu-

tors or marketing agents for producers. Facili-

ties are given by public authorities for bringing
producer and consumer together by utilities

such as markets, etc.; but action is generally
limited to that. In cases of emergency or very
abnormal conditions of trade, the ordinary
machinery of distribution would frequently
break down, and the market would become

glutted. Producers in these circumstances
would be ruined, and the community, instead of

benefiting by the low prices, would be in the
throes of a financial crisis.

The Australian Wheat Marketing Scheme.

To meet an impending crisis such as would
be caused by the glutting of the Australian wheat
market, a most extensive scheme of state mar-
keting and distribution was put into operation
by the Australian Governments during the years
1915, 1916 and 1917 to handle the two wheat
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harvests, which amounted to nearly 10,000,000
tons in all. There were many thousands of
wheat producers, and the operations extended
over a whole continent and embraced several
states. Owing to the impossibility of finding
shipping space for more than a very small frac-

tion of the exportable surplus, which was very
large, a complete slump would have taken place
in local prices, as many farmers would have been
forced to realise on their crops as soon as they
were harvested. Selling prices of wheat in Aus-
tralia would in consequence have been reduced
to a purely nominal figure, notwithstanding that
occasional shipments could be sold at the high
prices ruling abroad.

In normal years the freight on wheat from
Australia to England is under SO/- per ton, but

shortage of shipping during the years 1915, 1916,
and 1917 caused freight rates to rise to over

100/- per ton; and even at this high rate very
few vessels were obtainable. In ordinary cir-

cumstances,when there are only perhaps 1,000,000
tons of wheat available for export, it takes six

months to ship the surplus harvest. But in the

year 1916 there were 3,000,000 tons, and in 1917
about the same amount to export. In all these

circumstances private shippers could have

bought only a small proportion of the wheat (and
then only at a speculatively low price), and
it was impossible for individual wheat farmers
to charter steamers. Ruin stared the Australian
wheat farmer in the face. He had a bountiful

harvest and high prices on the other side of the

world, but there were no means of sending his

wheat to the market.

The wheat marketing scheme, or "wheat

pool," which was created for the purpose of
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dealing with the two harvests, provided for the
Governments of the States of New South Wales,
Victoria, Western Australia, and South Aus-
tralia, which contained all the wheat growing
areas in the Commonwealth, commandeering afl

wheat in their respective States. This was done

by means of a "
Marketing of Wheat Act,

' ' which
each State Parliament passed. The Federal
Government agreed to transport the wheat and
sell it in England.
The farmer, on delivery of his wheat at any

railway siding, was given a certificate entitling
him to an immediate advance of 2/6 for each
bushel of wheat delivered by him. The differ-

ence between this amount and nett price per
bushel realised by the whole crop after it had
been marketed was paid during the course of
the succeeding year. Advances were made by
banks on presentation of these wheat certificates

if a farmer so desired: and if he did not want
cash, the Government would allow interest at

the rate of 4 per cent, per annum on the value of
his certificate. The wheat certificates were
negotiable, and farmers could sell them if they
wanted to realise on the balance due. The
scheme was purely co-operative, with the State

acting as manager, financier, shipper and seller.

Not only was the whole of the marketing done
for the farmer, but he incurred no risk, as the
Governments advanced 3/- per bushel almost

immediately after the scheme had been put in

operation, 'although at the time only a small

proportion of the wheat had been realised on.

The machinery created for carrying out the

State wheat marketing scheme or "wheat pool"
provided for an Interstate Board, representa-
tive of the Federal, New South Wales, Vic-
torian and the South Australian Governments.
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This board controlled all allotments of shipping
space, and, through the Australian High Com-
missioner and the Agents-General in London,
marketed the wheat abroad by selling to private
buyers or to the British Government. This
Board also fixed the price of wheat for internal

and Interstate consumption, and no sale of wheat
was allowed to take place except through the
Board or with its consent. Every bushel of

wheat sold had to pay its share of the cost of

managing the scheme, even though it were a pri-
vate transaction and did not entail the State in

any expense. The control of the wheat crop in

each State was left in the hands of the subsidiary" State Board of Control," whose members were

representative of the Government, the banking,
and farming interests.

The actual work of grading, buying, receiving,

weighing, stacking, trucking, storing, and deliv-

ering the wheat into the ships' slings was placed
in the hands of the usual private wheat buyers
and shippers, an allowance of 3Jd. per bushel

being allowed them to cover expenses and give a

margin of profit. These private firms acted as

agents for the "Board of Control," and, as the

whole of their staffs, trade machinery, and plant
were available, no new and expensive public
department had to be established.

The Hon. F. Hagelthorn, Minister of Agricul-
ture for the State of Victoria, in summing up
the advantages of the scheme, said:

1 'The reason why the Governments have stepped
in is to save the farmers and the community gener-

ally from disaster. The circumstances not only jus-

tify the Government's action, but imperatively
demand it. They felt that only by a scheme behind
which there was all the resources of the Common-
wealth and States could a general collapse of the

wheat market be avoided. The private wheat-buying
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firms were prepared to buy only up to the amount
of freight tonnage actually allotted to them. Only
the Governments of Australia could shoulder the great
responsibility of handling the entire crop and taking
the risk of insufficient freight and a falling wheat
market.

' '

"But for the Government's scheme at the end of

January, 1916, nine bushels out of every ten would
have found no buyers; by the end of February not
one bushel out of four could be sold; even by the
end of May if freight comes in as freely as for

January, a most improbable event not one-half the
harvest could have found buyers. So that at the end
of six months from now, if the Government had not

stepped in, half the crops would have been unsold.
The local market would have been demoralised, the
benefits of high prices lost, the cash advance of 3/-

impossible."

The quantity of wheat handled and sums of

money involved in marketing the two Australian

harvests, 1915-16 and 1916-17, are shown in the

following statistics which are up to 9th April,
1917:

WHEAT HANDLED.
1915-1916.

Wheat shipped . .

Wheat sold locally
Stocks held by

shipping agents
Stocks held by mil-

lers
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FINANCIAL STATISTICS OF WHEAT POOL.

1915-1916.

Total for

N.S.W. Victoria. Australia.

Payments.
Certificates issued

at 3/- 8,735,000 8,873,000 24,337,000
Certificates paid at

3/- 8,732,000 8,869,000 24,327,000
Second advance,

6d. per bushel . . 1,399,000 1,463,000 3,978,000
1916-1917

Certificates issued

at 2/6 3,612,000 5,791,000 14,656,000
Certificates paid at

2/6 3,519,000 5,403,000 13,881,000
REALISATIONS.

Overseas sales .. 6,838,000 6,371,000 19,419,000
Millers' and other

local sales .... 4,621,000 3,832,000 10,268,000
Total value wheat
shipped or de-

livered 11,459,000 10,203,000 29,687,000
Net bank over-

draft, all ac-

counts Cr. both

pools 64,000 137,000 351,000

Marketing Lucerne Hay.
Very similar conditions obtained in the case

of lucerne hay, which is grown very extensively
on the irrigation settlements in the State of
Victoria. A very favourable season gave a
bountiful harvest, but owing to the abundance of
natural grasses, the price of hay dropped to a

very low level and made its growing quite unpro-
fitable. In these circumstances the Victorian

Government, acting through State Rivers and
Water Supply Commission, stepped in and

bought all the lucerne hay farmers wanted to

sell. The hay was stored, and it was subse-

quently sold at an average price, two or three
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times as great as that at which the fanners
would otherwise have had to sell it. The whole
of the proceeds from the sale of the hay, less the

expenses, was given to the growers.
The following circular letter issued to the irri-

gation farmers who grew lucerne hay fully

explains the scheme:

State Rivers and Water Supply Commission,
Melbourne, 17th March, 1916.

A SCHEME FOR MAKING ADVANCES TO GROWERS OP
LUCERNE ON CLOSER SETTLEMENT BLOCKS

IN IRRIGATION DISTRICTS.

The Water Commission, with the concurrence of
the Government, has arranged to make advances to

settlers on Closer Settlement Blocks in Irrigation
Districts for lucerne hay that may be available after

full provision has been made by the settler for the

requirements of his stock.

The hay must be of good quality, approved by
the Commission, properly baled and delivered to a
local storage place to be selected by the Commission

(probably a railway station).
The advance to be made will be 2 per ton. On

this advance the grower will pay interest at five per
cent, until the stored hay is sold.

The hay supplied by each grower will form part
of a common stock, and all contributions will be
treated as of equal value in selling.
A grower is not required to enter into the storage

scheme, but if he does so his hay must remain part
of the common stock until disposed of.

A Selling or Advisory Committee, consisting of

representatives of the growers and the Water Com-
mission, will be formed to deal with the disposal of
the hay, but in this respect the Government will

retain the right to sell off stocks after twelve months'

storage if it be considered such course is advisable.

As the hay is sold, instalments will, of course, be paid
to those supplying the same, deductions being made
for any advances (with interest) previously made
and any reasonable expenses, such as insurance, stor-

age, etc.
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The cost of baling must be borne by the grower,
but the Commission is willing to make all arrange-
ments practicable to reduce the cost of this work.
The cost of carting to the storage place must also be
borne by the grower.
The object of the scheme is primarily to endeavour
to secure for the grower a better price for his hay
than would be possible if it were placed on the market
in irregular quantities and at inopportune times; but
it is also believed that by the adoption of the scheme
a more stable market will be established in the large
centres for lucerne hay, and, consequently, a more

regular and better return will be secured for the

growers.
In order that all preliminary arrangements may be

completed on an adequate scale, it is necessary to

know approximately the quantity available, and I

will, therefore, be glad if you could fill in and for-

ward to the local office without delay the enclosed

slip setting out the quantity of baled lucerne hay
which you are prepared to forward.

WM. CATTANACH,
Chairman.

(3) STATE PURCHASE OF PRODUCTION.

In the event of the market for the sale of a

commodity becoming temporarily closed, an in-

dustry, and those engaged in it, might be com-

pletely ruined if no means were available to

finance production for the time being. In such
a case it is to the interest of the State to main-
tain the industry, and there have been a few
cases in which the Government has come for-

ward as purchaser of production, just for the

purpose of keeping the industry going. In Aus-
tralia the most conspicuous example of State

purchase of production was the buying of ores

and metals by the Government of the State of

Tasmania in the interests of the mine owners.

Australia is dependent on the overseas market
for the disposal of its metals, and most of the
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zinc and other complex ores found a market in

Germany. On the outbreak of the European
War in August, 1914, and for a few months sub-

sequently, it became virtually impossible for any
Australian mining concern to sell its produc-
tion. The position was particularly acute in

Tasmania, and, to relieve distress in the mining
districts, the Tasmanian Government came in and

purchased metals and ores, paying 50 per cent,

of the market price as it was prior to the out-

break of the war. It was agreed also that if a

larger amount were received on the sale of the

ore or metal, the mine owner should get it. The
scheme allowed mines which had been closed

down to restart, and an acute unemployment
problem was relieved. The re-establishment of

trade and the increased demand for metal

brought about by the greatly increased require-
ments for munitions soon obviated the necessity
of proceeding further with the scheme. The
Government sold the ore and metal it had pur-
chased.

Another instance of the State coming in as a

purchaser of production for the purpose of

keeping an industry going is that of the Govern-
ment of the State of Victoria buying sawn timber
for a period of some months in order to keep the
sawmills going. The timber was stacked and
subsequently sold.

(4) RESTRICTING THE IMPORT TRADE.

Maintenance of prices above a minimum level

by restricting competition from abroad through
the imposition of Customs duties has been al-

ready dealt with in considering the regulation of

prices by control of external trade. The policy
of " Protection" has been adopted by Australia,
and the customs duties imposed have increased
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prices in the case of many commodities for the

deliberate purpose of establishing or maintain-

ing local production in the interests, not only of

producers, but of the state as a whole. The
customs tariff, as a price-fixing schedule, has
been very generally adopted and its incidence is

well understood; there is consequently no ad-

vantage in further discussing its application.



CHAPTER XVII.

Regulating Wages, Hours and Conditions of

Labor and Prices of Commodities Produced.

Special Board to Fix the Wages and Hours of Labour in the

Coal Trade, Fixing the Selling Price of Coal, Gas, etc.

This work would not be complete if it did
not make some reference to the policy of fixing
the rates of wages, hours and conditions of

labour of the employees, the profits of the em-

ployers, and the selling prices of the production,
at 'the same time and by the same public tri-

bunal. This policy was initiated in Australia
in December, 1916. For some years previously
minimum rates of wages had been fixed in Aus-

tralasia, either by means of a system of wages
boards tribunals which consisted of employers
and employees with an impartial chairman or

by decisions of arbitration courts presided
over by a Supreme Court Judge. The system
of settling disputes by wages boards has been
in vogue in the State of Victoria for a consider-

able time, and of more recent years the policy
has been adopted by the State of Tasmania. On
the other hand the arbitration court was estab-

lished in the State of Western Australia, and is

used by the Federal Government to settle the

interstate labour disputes which come within
the scope of this government's jurisdiction. A
mixed system of wages board with appeal to

(253)
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an arbitration court has been provided in the

States of South Australia, New South Wales,
and Queensland, and in the Dominion of New
Zealand.

Generally speaking, the introduction of this

industrial legislation has been productive of
much good, and it has been instrumental in pre-

venting many disputes culminating in actual

strikes. But, so far, the laws have operated
under conditions entirely favourable to their

success, as there has been a universal upward
tendency in prices, and all awards have been in

the directions of increased pay and easier work-

ing conditions. To fix maximum prices for

commodities when values are decreasing is an

easy matter, so the fixation of minimum wages
has not been attended with any serious obstacles,
as wages and prices generally have been increas-

ing since the introduction of this class of legis-
lation. The efficacy of laws to fix wages, equit-

ably and successfully in all circumstances, will

be shown when prices generally are falling, and
when wages have a tendency to do likewise.

In all industrial legislation hitherto enacted
in Australia, only the settlement of differences

between employer and employee were consid-

ered; any adjustment of selling prices, which

may have been rendered necessary by the altera-

tion in labour conditions and consequent cost

of production, was left entirely to the employer
to make ; the consumer was not considered. As
long as there was effective competition between

employers in the selling of their production,
consumers were protected; but with the exten-

sion of monopoly control and movement towards

organized selling, increases in wages were used
as an excuse for advancing selling prices, and
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agreements usually provided for increases

greater than those justified by increased costs of

production resulting from higher wages. This
was the condition in the coal trade of Australia

up to the time of passing the Price-Fixing
Legislation recorded in previous chapters. The

price of coal in several of the States had been

already fixed, and any further increases made
by the coal mine owners would have been met
with opposition and inquiry. It was in these

circumstances that a strike of the whole of the

coal miners throughout Australia occurred in

November, 1916, and a complete stoppage of

mining operations throughout the Common-
wealth was brought about.

After some weeks of futile efforts to settle

the strike by conferences, and by resort to the

existing machinery for settling industrial dis-

putes, a Special Board, consisting of a Judge
of the Supreme Court, was appointed by the

Commonwealth Government under powers given
to it by the War Precautions Act, to settle the

hours of labour, wages, working conditions, and
at the same time fix the selling price of coal.

Assisted by assessors appointed by employers
and employees respectively, the Judge in the

course of a few days gave a decision in favour
of the striking employees. In this the employ-
ers acquiesced, as the increased cost of mining
that would result from the decision was to be

compensated for by the Board fixing the selling

price of coal at such an increased rate that their

profit was assured.

This far-reaching innovation in the settle-

ment of the industrial disputes is well described

by the Prime Minister of Australia, the Hon.
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W. M. Hughes, who, in referring to the finding
of the Board, said :

"It was the first instance as far as he knew of

an industrial dislocation being dealt with by a tri-

bunal having jurisdiction to deal with the whole

industry from the base to the apex, and to take into

consideration the interests of employers, employees
and the consuming public. It was more than arbi-

tration, which was confined to settling a dispute
between the employers and employees represented
before the court. It was more than that extension

of the arbitration principle known as the
" common

rule," which allowed the arbitrator to make his

award binding also on employers and employees who
were not before the court as parties to the dispute,
but who had similar or competing interests. It was
the economic regulation of the industry as a whole,
with a view to adjusting on an equitable basis the

profits of the owners, the wages and conditions of

labor of the men, and the price to be paid by the

public for the produce.
"These orders of Mr. Justice Edmunds had a

scope very much wider than that covered by the

award or determination of Arbitration Court or

wages boards. In this case all interests were subject
to the same scrutiny and were covered by the same
award.

It was obvious that the method adopted in dealing
with this industry was capable of extension; and
there seemed to be a better probability of attaining
industrial peace in this way than by the piecemeal
settlement of disputes between parties (employers
and employees), who were not the only parties con-

cerned in the settlement. "Wages and prices were

different aspects of the same problem; and the

effectual regulation of industrial troubles involved

a jurisdiction which embraced both."

The Special Board appointed in connection

with the coal trade, in the space of three or four

days, arrived at a determination, and settled

essential points in connection with all the prin-

cipal matters in dispute. Settlement of previous



WAGES, CONDITIONS OF LABOUR AND PRICES. 257

disputes in the Australian coal trade had occu-

pied Wages Boards and Arbitration Courts for

months; an endeavour to dissolve the "Coal

Vend,
' ' as the association of the coal mine owners

is known, by enforcing the anti-trust laws of

Australia, had occupied years and a large
amount of money, and in the end was unsuccess-

ful in breaking up the "Vend," and in obtaining

any reduction in the selling price of coal. Cer-

tainly the settlement by the Special Board may
have been obtained by granting the employees
most of what they demanded as essential, and
coal consumers will have to pay for it

; yet there

is this guarantee, the selling price would be

strictly in keeping with the cost of production,
and is fixed only after enquiry as to the cost of

putting coal on the market and after making a

fair allowance for profit. As a matter of fact,
in many towns in Australia no increase in the

price of coal has taken place as a result of the

award of the Board. In other parts of Austra-

lia, however, permission was given to increase

the price of coal; and on representations being
made to it, the Board granted increases in the

selling price of gas and other secondary products
of coal.

To what extent the policy will be applied in

the future in the settlement of industrial dis-

putes and the fixation of the selling prices of

the commodities produced, cannot be deter-

mined; but when both employers and em-

ployees are completely organised and in

combination, and selling prices are already
fixed by agreement, there seems no limit

to its extension. In the particular case

where the system has been applied, the whole
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of the employees throughout Australia were
included in the one union, while, on the other

hand, the coal mine owners (with the exception
of the Government of Victoria, which controlled

and worked a mine to supply its own require-

ments), were working in agreement. Consider-

ably greater difficulties would be presented when
several unions of employees and individual work-
men had to be dealt with, on the one side, and
the employers were in competition and produc-
ing a commodity more diverse in character and
value than coal is.

CONCLUSION.

No attempt has been made to deal with the

fixation of rates of wages, rentals, and interest

in this work. To enumerate and describe the

steps taken by the Australian Governments to

regulate wages would require an -exclusive

volume. The fixation of rentals has only been

attempted in one State, New South Wales, but

up to the end of the year 1916 not more than
a few applications had been made to the Courts

to have the rentals of dwellings fixed; the influ-

ence of the Act has been negligible. Laws
against usury constitute the only attempts that

have been made to fix interest rates
;
but in prac-

tice the legislation is a dead letter.

It is hoped that the information collected in

these chapters will serve as a record of the many
experiments made by Australian Governments
to regulate prices of commodities. It is also

hoped that the deductions that have been drawn
from all this experience will serve to indicate

the limitations of a policy of directly fixing
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prices. In regard to those chapters on State

competition, they may be taken as a summary
of the efforts made in Australia to introduce
State socialism into the production and supply
of ordinary commodities with a view to regulat-

ing their selling prices.



BIBLIOGRAPHY.

The following are some of the principal works dealing

incidentally with the question of Regulating Prices by
the State;

CARNEGIE, ANDREW. "Popular Illusion about Trusts, 1903."

CLAY, HENRY. "Economics for the General Reader."

COOKE. Cause of the increased price of the necessaries of life and
the high price of Gold Bullion.

CRUMP, A. Investigation into the causes of the great fall in prices

coincidentally with the demonetisation of silver in Germany.

DIBBLEE, G. B. "The Law of Supply and Demand."

ELY, R. T. Problems of To-Day "A Discussion of Protective Tariffs

Taxation and Monopolies," 1898.

ELLIS, A. "Rationale of Market Fluctuations."

FISHER, J. "Why is the Dollar Shrinking?" 1915.

HISE, C. VAN. "Concentration and Control."

HIRST, F. W. "Monopolies, Trusts and Kartells," 1915.

HOBSON, J. A. "Gold, Prices and Wages."

HOLMES, G. K. "Changes in Farm Values, 1900-05.'

JOYCE, J. A. "A Treatise on Monopolies and Unlawful Combina-
tions or Restraints."

KNIBBS, G. H. Prices, Price Indices and Cost of Living in Aus-

tralia, Trade Unionism, Prices, etc.

LEVEY, HERMAN. "Monopoly and Competition," 1911.

LAYTON, W. S. "Introduction to the Study of Prices," 1912.

LLOYD. "Wealth against Commonwealth," 1894.

MACROSTY, H. W. "The Trust Movement in British Industry,"
1907.

MULHALL, W. G. "History of Prices since 1850."

PATTEN, S. F. -"Stability of Prices."

PHILLIPS, J. P. "Social Struggles The Fundamental Facts and

Principles Relative to Values, Prices, Money and Interest."

PRICE, L. L. "Money and its Relations to Prices," 1896.

PIERCE, F.-<-"The Tariff and the Trusts," 1907.

ROGERS, J. E. T. "History of Agriculture and Prices in England,

1259-1793, 1866-1902."

SCHOENHOF, J. "History of Money and Prices," 1896.

STEVENS, W. S. "Industrial Combinations and Trusts," 1913.

TOOKE, T. "History of Prices, 1793-1856."

WILKINSON, H. L. "The Trust Movement in Australia."

(260)



APPENDIX.

A Typical Price-Fixing Act.

The Necessary Commodities Control Act, I9I4t New
South Wales.

Act No. 18, 1914.

An Act to provide for the control of necessary
commodities; and for purposes incidental

thereto. [Assented to, 25th August, 1914.]

RE it enacted by the King's Most Excellent
*-*

Majesty, by and with the advice and consent
of the Legislative Council and Legislative Assembly
of New South Wales in Parliament assembled, and
by the authority of the same, as follows :

1. This Act may be cited as the "Necessary Com-
modities Control Act, 1914," and shall apply only
during the continuance of the war now existing be-

tween His Majesty and His Majesty's enemies, and
during such further time, not exceeding six months,
as the Governor may determine by proclamation in

the Gazette.

2. In this Act, except where inconsistent with the
context

"Commission" means the Commissioners ap-
pointed under this Act.

"Commissioner" means a member of the Com-
mission.

"Declared price" means the maximum price of

any necessary commodity as declared by
the Governor pursuant to this Act.

(261)
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"
Minister

" means the Minister of the Crown
to whom the administration of this Act is

for the time being committed by the

Governor.

"Necessary commodity" means any of the fol-

lowing :

(a) Coal, firewood, coke, or other fuel.

(b) Gas for lighting, cooking, or industrial

purposes.
(c) Any article of food or drink for man or

for any domesticated animal.

(d) Any article which enters into or is used
in the composition or preparation of any
of the foregoing.

(e) Any article which, after a report of the

Commission, has by resolution of both
Houses of Parliament been declared to

be a necessary commodity.
3. (1) The Governor shall, as soon as practicable

after the passing of this Act, appoint, by letters

patent under the public seal, a Commission consist-

ing of three persons, one of whom shall be a judge
of the Industrial Arbitration Court, and shall be

the chairman of the Commission.

(2) The Governor may appoint one of the other

two members to be deputy-chairman of the Com-
mission.

(3) Any vacncies in the Commission, however
caused, shall be filled by appointment by the

Governor.

(4) Any two members of the Commission shall

form a quorum thereof.

4. It shall be the duty of the Commission to in-

quire into and report as to the prices of necessary
commodities.

5. (1) At all meetings of the Commission the chair-

man shall preside, if present; and in his absence
the deputy-chairman shall preside. The Commis-
sioner presiding shall have a casting as well as a

deliberative vote. The Commission may in its dis-

cretion sit in camera.

(2) "Whenever the Commission is not unanimous
as to any matter, such matter shall be decided by
the majority of votes, and the decision so arrived

at shall be the decision of the Commission.
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6. In case of illness or other incapacity, or ab-

sence from the State, of any member of the Com-

mission, or of a vacancy in the office of any member,
the Governor may appoint some person to be a

deputy member of the Commission during such ill-

ness, incapacity, or absence, or until such a vacancy
is filled. Every person so appointed shall, until

his appointment is terminated by notice in the

Gazette, have all the powers, rights, and privileges,
and perform all the duties and functions of a mem-
ber of the Commission.

7. The Commission may
(a) from time to time inquire and report to the

Governor as to what should be the highest

selling prices, having reasonable regard to

market conditions, for the State of New
South Wales of any necessary commodities,
and may vary any such report, or make a
new report;

(b) in any report specify different selling prices
for the same kinds of necessary commodi-
ties, having regard to

(i) the different qualities thereof;
(ii) the sale or supply thereof, whether whole-

sale or retail;

(iii) the sale or supply under differing terms and
conditions or in different parts of New
South Wales;

(iv) any other matter which the Commission may
think fit to consider;

(c) report that any commodity should in its

opinion be a necessary commodity.

8. The Governor by notice in the Gazette may
from time to time

(a) declare the maximum price at which any
necessary commodity may be sold for con-

sumption in New South Wales;
(b) fix and declare different maximum prices

according to differences in quality or de-

scription or in the quantity sold;
(c) declare different maximum prices for dif-

ferent parts of the State ;

(d) vary any price previously fixed by him
; but

so as to apply only to future transactions;
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(e) in fixing any price, do so relatively to such
standards of measurement, weight, capa-

city, or otherwise, as he thinks proper; but
the declared price of any commodity shall

not in any case be lower than that con-

tained in the last report of the Commission

dealing with such commodity.
The Governor may also annul any such notice.

9. (1) If any person sells or offers for sale any
necessary commodity at a price higher than the

declared price he shall be liable to a penalty not

exceeding one hundred pounds, and in case of sale

shall be liable to refund to the purchaser the differ-

ence between the declared price and the price at

which the commodity was sold.

(2) If any person refuses to sell at the declared
or lower prices any necessary commodities in his

possession in excess of his family requirement for
six months, he shall be liable to a penalty not ex-

ceeding one hundred pounds.

(3) In any prosecution, under this section, it

shall be a sufficient defence to show that, on the
occasion in question,

fa) the defendant supplied or offered to supply
a reasonable quantity of the necessary com-

modity at the declared or a lower price ;
or

(b) the defendant was a wholesale trader in such

commodity, and the person who demanded
to be supplied was not a retail trader there-

in; or

(c) there existed special circumstances in the

particular case which rendered the declared

price of the commodity inadequate, and
that the action of the defendant was reason-
able.

(4) Evidence may, in any prosecution under
this section, be given on affidavit; but the chairman
may require any person who has given evidence on
affidavit to attend before him for oral examination
or cross-examination.

10. The Governor may, on the recommendation of

the Commission, order returns of all necessary com-
modities in such State to be made in the manner
and within the time prescribed by regulations, which

regulations he is hereby empowered to make, and
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may, by notice in the Gazette, authorise any person
to enter any premises or vessel in which the Com-
mission reports that it suspects any necessary com-

modity is stored, and such person may use snch
force as may be necessary.

The abovementioned order may be of a general
nature by proclamation in the Gazette, or a particu-
lar order directed to any one person or class of

persons.

Any person who fails to comply with any such
order shall be liable to a penalty not exceeding one
hundred pounds, and in addition to have any neces-

sary commodities in his possession, in respect of

which no return is made, forfeited to the use of

His Majesty.
11. Where the Commission considers that any

necessary commodities which, in its opinion, should
be distributed for public use are being stored or

withheld from sale, it may so report to the Governor.
The Governor may thereupon,, by notice in the

Gazette, authorise the seizure and distribution of

such necessary commodities, paying therefor the

declared price less such sum as he thinks reasonable
to cover the expenses of seizure and distribution;
and any person acting under such authority may
enter any premises in which such commodities are

stored or withheld from sale, and use such force as

may be necessary.

12. Any member of the police force, or any per-
son thereunto authorised in writing by the Minister,

may at any time in the day or night enter and
search any premises or vessel, or part thereof,
where any necessary commodity liable to seizure or
forfeiture under this Act, is or is supposed to be,

and, if necessary ,for that purpose, may break into
and use force to enter such premises or vessel or

part, and may break open and search any chests,

trunks, packages, or other things in which any
necessary commodity is or is supposed to be.

13. The Commission shall for the purposes of any
inquiry under this Act have all such powers, rights,
and privileges as are vested in the Supreme Court,
or in any Judge thereof, on the occasion of any
action or trial in respect of the following matters :
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(a) The compelling the attendance of witnesses,
and examining them on oath, affirmation, or

declaration.

(b) The compelling the production of books,

documents, and writings.

(c) The compelling witnesses to answer ques-
tions which the Commission deems to be
relevant to the inquiry.

(d) The punishing persons guilty of contempt
or of disobedience of any order or sum-
mons made or issued by the Commission.

(e) The directing witnesses to be prosecuted
for perjury.

14. A summons signed by the chairman of tUe
Commission may be issued for enforcing the atten-

dance of witnesses or compelling the production of

books, documents, and writings. If any person hav-

ing been served with such summons fails to appear,
the said chairman may issue a warrant authorising
such person to be apprehended and brought before

the Commission.
15. Any penalty imposed by or under this Act

may be recovered before the chairman of the Com-
mission in a summary way under the Justices Act,
1902. For that purpose the said chairman shall

have the powers of a stipendiary magistrate.
No proceedings for the recovery of any penalty

under this Act shall be taken without the consent of

the Attorney-General being first obtained.

16. The publication of a notice in the Gazette shall

be conclusive evidence that the declared price of

any commodity as therein appearing has been duly
and lawfully declared that the commodity is a ne-

cessary commodity, and that all steps necessary for

the declaration of such price have been duly taken
in accordance with the provisions of this Act. It

shall not be competent for any person or court by
any means whatever to question the legality or

correctness of such declared price or whether any
commodity, the price of which is declared in such

notice, is a necessary commodity.
17. No action shall lie against any person for any

act or thing done or purporting to be done by him
under any authority conferred upon him by the

Governor in pursuance of this Act.
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Officers.

18. (1) The Minister may appoint a secretary to

the Commission and any other officers whom he con-

siders necessary to enable the Commission to carry
out its duties and functions.

(2) Any person who in any way resists, inter-

feres with, hinders, or obstructs any inspector or
other officer or person in the exercise or discharge
of any power or duty under this Act shall be guilty
of an offence and be liable to a penalty not exceed-

ing fifty pounds.
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